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Departmental Committee on Agricultural Credit in Ireland. 


COPY OF IMIIMUTE APPOINTING THE COM IVlITTEE. 


I HEREBY nominate and appoint a Committee to inquire into tlie existing system of 
credit available for tlie rural classes in Ireland; to suggest what, if any, improvements 
not involving financial assistance from the Exchequer, should be made in the system ; and 
to consider especially the form of agricultural credit most suitable to the requirements of 
the occupiers of laud afEeeted by the Land Acts in the western districts, and throughout 
the country generally. 

The Committee will consist of the following : — 

George Mhrnaghan, Esq., j.p. (who acted as a Member of the Irish 
Poor Law Commission) , Chairman ; • ' 

Robert Kyle Knox, Esq., ll.d. (late Chaiimau of the Board' of 
Directors of ’the Northern Banicing Company, Limited) ; 

Charles F. Bastable, Esq., m.a., ll.d., Professor of Political Economy, 
and Regius Professor of Laws, Dubhn University; 

The Right Honble. William P. Bailey, c.b., one of the Estates Com- 
missioners for Ireland ; 

Reverend Thomas A. Finlay, m.a., Vice-President of the Irish Agri- 
cultural Organisation Society, and Professor of Economics in the 
National University of Ireland ; ' 

Sir Robert Anderson, Bart,, j.p. (of the firm of Messrs. Anderson 
and Macauley, Belfast) ; 

Walter MacMorrogh. Kavanagh, Esq., d.l. ; 

Thomas Patrick Gill, Esq., Secretary of the Department of Agri- 
culture and Technical Instruction for Ireland. 


Herbert G. Smith, Esq., m.a., ll.d., is appointed Secretary 
to the Committee. 

(Signed) T. W. RUSSELL, . ■ , 

Vice-President' of the Department of Agriculture 
and Technical Instruction for Ireland. 

Dated this 16th day of January, 1912. 
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DEPARTMENTAL COMMITTEE ON AGRICULTURAL CREDIT IN IREl.AND 


PEErATORY ROTE AND SUMMARY OF REPORT. 


At an early stage in ou]‘ sittings it became clear that if we were to take into account the various aspects 
of riu-al credit in Ireland, and to investigate how far each of the existing methods resorted to by farmers 
for obtaining capital and credit h^ succeeded or failed in meeting the financial needs of the agricultural 
community, our Inquiry would necessarily be a very comprehensive one, and would have to deal in some detail 
with many complicated problems. We have endeavomed to make the separate Sections of our Report .self- 
contained, and as concise, as was consistent with a satisfactory ti'eatment of the questions involved. By 
means of paragraph headings, side-notes, summaries of conclusions at the end of each Section, and a full 
Synopsis prefixed to the Report, we have, it is hoped, facilitated reference to any portion desired. A 
number of short quotations from the evidence have been inserted here and there which, while not inorciising 
unduly the length of the Report, have we trust added to its interest. We have also made use of the results 
of the experience of other countries when such seemed applicable to Irish conditions. We have tried to 
indicate clearly the reasons upon which oui- various conclusions have been based, this course being, we believe, 
mrioh more satisfactory than the issue of a mere list of recommendations. 

There are, in our opinion, several sti’ong reasons for a careful study, at this particular period, 
of the various problems connected with agricultural oi-edit in Ireland. As far as we are aware, this is the 
first occasion in the history of this country upon which these problems, viewed as a whole, have been the subject 
of investigation. Our Inquiry has taken place at a crucial stage of Irish rural development, when the 
land is passing into the possession of a peasant proprietary. The history of laird tenure iir other countries 
proves the extreme importance of the earlier stages of the establishment of small holders upon the soil, especially 
in. regard to the facilities required for supplying them with capital and credit suited to their needs. 

We have been much impressed drrring the course of om' Inquiry with the wide amount of public atteirtion 
which is now being directed in almost every civihsed country to rural credit problenrs. Several requests have 
reached us from official and other sources in foreign countries for copies of our Report when iasued-'-an 
additional reason, in our view, for our giving more than a mere cursory treatment to the subject. 


MAIN FINDINGS OF REFORT. 


It may be convenient to outline here the main findings of our Report. 

The Joint Stock Banks, in spite of their wide extension and willingness to adapt their methods as far as 
possible to the needs of agricultm-e, are unable, from the very necessities of their business constitution, to deal 

the special requirements of small farmers or of the agi-icultiival industry generally. The special charncter- 
isties of agiiculture in respect of credit are fully stated in our Report. The very large sums im dcjwsit in the 
Post Savings Banks in rural districts prove that there are ample funds for small rural credit purposes if tJie 
confidence of the depositors could be attracted. A gi'ave economic injury is done to Ireland by the transfer 
of these deposits to England for investment. 

Moneylenders have greatly increased in numbers in Ireland, and legislation has effected little diminutioii 
of the evils connected with the system, which is largely resorted to by agriculturists, as is also, but to a 
lesser extent, the ruinous “ trust auction ” system ; nor is it only impecunious farmers, unable to obtain 
credit elsewhere, who utilise these methods. The “ gombeen man ” has almost disappeared ; but an injurious 
amount of “ long credit ” with shops is found in various districts, much of it for feeding stuffs wliich could 
with advantage be grown by the farmer himself. The great majority of traders prefer a cash basis. for 
their dealings. A moderate amount of shop credit is, of course, a necessity in agriculture as in other spheres 
of industry. 

The Loan Fund Board system w.as originally intended for industrial workers, but is now resorted to mainly 
by the rural classes . The Board in recent yearn have effected considerable improvement, hut the whole past history 
of the system is an unfortunate one of local and central mismanagement, defective legislation, and heavy losses 
in many districts, partly due to the assumption by many depositors that the Board was a State 
Department, furnishing State s^uvity. This erroneous idea had no foundation in fact, for the Board is in 
no sense a State Department ; it makes no use of State funds, being dependent upon the sale of forms and 
doeumente for its income. The number of Loan Fund Societies has fallen from 300 in 1842 to 51 at the 
present time. The system of loans in force is in most features unsuited to the credit needs of agricultiue, 
but much more could have been done to adapt the system to these requirements. The Board’s operations 
must soon cease through lack of funds. We recommend that legislation should be introduced at an early date 
transferring the functions of the Board to an Agricultural Credit Section of the Department of Agriculture ; 
and that the local Societies should gradually be transformed into Co-operative Credit Societies. 

A large po^on of om Report is devoted to the important subject of Co-operative Credit, for we were 
early in our sittings convinced that a soundly organised and supervised system of this nature would best supply 
the special credit needs of the small farmers. Our study of the history of the existing Credit Societies organised 
under the Irish Agricultural Organisation Society proves thatwhilemuohgoodhas undoubtedly been accomplished 
by some of these Societies when well managed locally (about £550,000 has been lent by the Societies in nineteen 
years) there have been many faults owing mainly to the carelessness of local Committees, the difficulty of 
finding suitable ^cretaries, the absence of sufficient inspection, and, in many cases, too great a reliance upon 
State loans, which have frequently been treated as permanent grants. Large nurnbera of Societies have 
become defunct; of the 310 Societies which have been registered, about 176 may be considered as now in 
operation, and of these probably 45 per cent, must be regarded as unsatisfactory. Societies which persistently 
fail to furnish their statutory Returns should be cancelled. Some of the stronger Societies furnish admirable 
illustrations of what can be accomplished, both in the encouragement of thrift and the making of loans, by 
co-operative credit under good local management! 

In view of the difficulty of inducing medium and large farmers to imdertake unlimited liabibty, and for 
other reasons, our Report recommends that Credit Societies based on shares and bmited liability should also 
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be established. The existing Acts of Parliament are in many respects quite misiiited for the constitution 
of Credit Societies, and fresh legislation is therefore essential. From the legal advice furnished to ns, it is 
evident that in several important respects the present Rules are misleading, and are not even in accordance 
with the Friendly Societies Act under which the Societies have been constituted. 

There are admittedly many serious obstacles to a growth of deposits in Credit Societies, but even allowing 
for these, the total of £30,000 in deposits for all Ireland after nineteen years is disappointing ; most of this 
amount is held by a very limited number of Societies. Our Inquiry proves that security is much more 
influential than the rate of interest in attracting depositors. 

At the present stage of the movenlent a Society is, we believe, in the soundest position when its deposits 
and loans approximately balance. In view of the convenient overdraft arrangements between Societies and 
Joint Stock Banks, there is no present need for the establishment of a Central Co-operative Bank or Credit 
Institution for the prrrpose of utilising the surplus deposits of Societies, and- making advances to them. The 
expeiicnce of other countries reveals the risks and (iifficulties often connected wjth these Central Banks, 
extremely useful as they doubtless have proved. The disadvantages of combining trading operations and 
banking in a single Society distinctly outweigh, in our opinion, the admitted advantages of such a system. 

jUthough the loans, amounting to £2D,0TO, advanced lo Credit Societies by the Department of Agricultme 
and the Congested Districts Board have been of much assistance to Societies in poor districts, there has been 
an undoubted tendency in too many oases to regard these loans as permanent grants; Legal action on the 
part of the Department has already been necessary, unfortunately, in 29 cases, and pressure in 43 cases 
out of 121 Societies obtaining such'loans. On the other hand, the amount written ofi as irrecoverable 
has been comparatively small, i.e., £161 in the case of three Societies. The facilities for obtaining State funds 
at a low I’ate of interest have tended to discourage the thrift side of the movement. For this and other reasons 
•we recommend that the £11,500 now outstanding in State loans be withdrawn gradually — save hi very excep- 
tional cases, where the poverty or remoteness of the district renders the reception of local deposits or the 
iirraiigement of a Bank overdraft viitually impossible. 

Tite audit of Societies’ books by the I.A.O.S. has been as efiective as is possible when the audit is not 
carried out at the Society’s office. We recommend that in future all audits take place on the spot, and that 
small contributions towards the coat of such audit should be made by the State, fas is done hi Germany and 
elsewhere) but not in cases where the profits admit of the cost being borne by the Society itself. 

Tiie T.A.O.S, have been unable, as admitted by their representatives, to_ furnish as much inspection 
as they would desire. As a result, many Societies which needed close sup^-vision, especially in the earlier 
stages,' have fallen into very nnsatiafactoiy methods of business. The rates of interest, on deposits and loans 
have not, as a rule, allowed sufficient margin of profit. We propose certain changes to remedy this ; we also 
consider it desirable that in all oases some small remuneration should he given to the Secretary of a Society. 
Various other suggestions in regard to the constitution and methods of Societies'are made to which we have 
no space to refer licre, important through their bearing is, we believe, upon the development of co-opeiative 
credit , - i i • 

On the -ivliole, there seems little prospect of the present system of co-opex'ative credit developing to any- 
thing like an extent adequate to the needs of the small farmers and labonrei'S of Ireland. Many witnesses 
representing Credit Societies urged the need for State supei'visicn to inspire the confidence of depositors and 
of the rural community generally in these Societies. Sir Horace. Plunkett some yeai's ago indicated 
that later on it might be found desirable that Credit Societies and Live Stock Insmance Societies should 
be directly organised by the State. The part played by the State in other countries in safeguarding co-opera- 
tive credit institutions is considerable. But apart from all question of precedent, your Cominittee (three 
members dissenting) believe that much would be gained by the establishment of Credit Societies under the 
suporvi.sion of an Agricultural Credit Section of the Department of Agriculture, with the aid of an Advisory 
(•oinmittee on which representatives of the co-operative movement, the Joint Stock Banks and the various 
State Departments dealing in agricultural loans might he invited to sit. The aid of the Agricultural Instruc- 
tors (as on the Continent) and of the County Committees of Agriculture (as in the case of the Prussian Cliambers 
of Agriculture) could also accomplish much in tlie promotion of co-operative credit, and in making its benefits 


more widely known. , . . 

The scheme of State assistance thus outlined is, in our view, free from the objections attached to State 
loans, and is consistent with the fullest measure of self-help and local responsibility. The Department of 
Agriculture has for yeara past dealt to an increasing extent in agricultural loans ; its variora operations in 
rural credit, together with the re-organised Loan Fund system, might with advantage be co-ordinated in the 
proposed Agricultural Credit Section, which would correspond to similar branches of some State Agriculture 
Departments in other countries. There is, we consider, ample scope in the sphere of niral credit in Ireland 
for the operations of Credit Societies which may prefer to remain solely under the supei-vision of the I.A.O.S., 
and of those Societies formed in connection with the scheme proposed in our Report. Time would bring out 
the respective merits and defects of each system. The important duties of central supervision and inspection 
performed by Unions on the Continent would thus be undertaken in Ireland by the Agricultural Ci:edit 
Section of the Department of Agriculture and by the I.A.O.S. v x-l j 

The figures of the various schemes of loans and grants for agricultural p-urposes adnoinistered by the board 
itf Works, the Congested Districts Board, the Department of Agriculture, and the Estates Commissioners leveai 
the large amount of financial aid to Irish farmers annually administered through these channels. In 
1913 the State funds thus advanced amounted to ovei’ £212,000, of which £42.000 was in free grants, iiie 
one featiu'e to which we need refer here is the comparatively small extent to which the useful Land i^au 
schemes of the Board of Works are resorted to by farmers. The loans given for hay-bains and farm 
buildings comprised in 1912-13 no less than 97 per cent, of the advances, fe-w loans being obtained for the 
important purposes of drainage, reclamation, fences, in-igation, &c. The regulations prevent a loan of less 
than £36 being given, and, in some cases, of less than £50, or even of £100. Tenants under £12 Poor Law 
valuation and tenant -purchasers under £7 valuation are unable under the Rul(» to avail of these schemes , 
while in addition, difficulties connected witii proof of title and initial expenses make -the system quite imsuiteU 
to the small farmer’s needs. As the loan schemes of the Congested Districts Board do not, as a rule, reach 
farmers above £7 valuation, and only apply in the congested areas, a large number of farmers are m^pble 
for aid from either of these Departments. The strict requirement as to mortgage security for loans advanced 
by the Board of Works might be relaxed (by legislation if necessary) so as to_ admit of sS! 

accepted in suitable cases. This plan has been found fully satisfaotoi-)' in connection with other State 
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loans to tanners in lieland, and would undoubtedly greatly extend tlic operations of tho useful schemes 
administered by the Board. 

The information obtained during our Inquiry in regard to the repayment of loans advanced by State 
Departnrents, Joint Stock Banks, and other institutions, affords ^-atifyiug evidence of the general credit* 
worthiness and reliability of the Irish fanner. Similar testinrony'is borne by the figures of the repayment 
of Land Purchase annuities. 

Rural industries in Ireland are hequeutly handicapped through lack of facilities for (rbtaiuing capital 
at reasonable rates of interest, and witu a convenient period for repayment. In many instances a rural 
industry experiences a demand far exceeding its output, but cannot cope with orders through absence of 
sufficieat working capital. We think it possible that if the Department of Agricidtui-e and Congested Districts 
Board — after careful inquiry by one of their experts as to the position of an industry in respect of capital, the 
demand for the product, and the capacity of the business management — ^were to assist tire Joint Stock Banks 
with full information upon these mattew, sometliing could be accomplished ' towimls furthering the 
development of deserving and struggling industries in rural districts. The question is one admittedly of much 
difficulty owing to the nature of the security available. 

We have devoted special attention to the important question of long-term loans and the mortgaging of 
land in Ireland, and have been furnished by various Departments with valuable information not hitherto 
available. The tendency of a peasant propiietary to incur over -indebtedness is a real danger from which 
the new tenant-purchasers in Ireland should be safeguarded as far as possible, consistently with allowing them 
in suitable caaes to obtain needed advances upon the security of the land — the only security tliey liave to offer-. 
A complete system of compulsory registration of title is an absolutely indispensable, condition of every sound 
system of real credit. While much has been accomplished in Ir-elanct in this directioir, much remains to be 
done ; the expediting of the full discharge of equities is especially required The mortgage iirdebteduess 
of Irish land is probably increasing at the rate of about £2,000,OW per aiiirrmr gi-oss. and about £1,000,000 
net. 

The limitation upon the powei-s of mortgaging imposed hy the Land Act of 1903, although <xmrplained of 
by some witnesses, seems on the whole a desirable provision against iirdebtedness ; especially as the Land 
Commission have power to extend the limit hr approved cases. It is regi'ettable, however, that by means 
of so-caDed ‘ judgment ’ mortgages, the intentions of the legislatui-e can be nullified by coliusioir between a 
fai-mer and his creditor. The Irish Joint Stock Banks are, for various causes, reluctant to lerrd upoir mortgage 

security alone, or for long terms ; their constitution and business methods almost preclude this form of credit, 
The absence of an amortiaation scheme for repayment, and the uncertainty as to when a mortgage may be 
called in, are serious drawbacks from the borrowing farmer’s point of view to this method of obtainiirg capital. 
In any case, we believe that the attention of the new holders should be directed rather to making the moat 
of their land by work than to pledging it for the pui-pose of borrowing ; nor should a loan of a large amount 
be given at one time to a small farmer, save in exceptional cases. 

The establishment of a long-term Credit Mortgage institution on Landsohajten lines m.w eventually become 
a necessity in Ireland, if it be not found possible to revise the Land Loan schemes of the Board of Works with 
a view toji'their greater elasticity and their adaptation to the needs of small fanners. The devcilfipment also 
of the apioultmal loan schemes of the Department of Agriculture and of the Congested Districts Board, com- 
bined with the agency of Credit Societies for shorter-term loans should, in our opinion, prove sufficient in most 
cases forjthe credit requirements of farmers not met by the Joint Stock Bauk-s. The fuU development of 
these sources of credit should, at any rate, be thoroughly tested before any experiment based on Continental 
Land Mortgage Credit organisations be attempted. 

W e append here a short Index which will facilitate reference to the fuller statements of our Conclusions and 
Recommendations upon the various importardi problems of Irish agricultural credit very briefly outlined 
in this Prefatory Note. 
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Depavtineiital Coumiittee on Agricultural Credit in Ireland. 


REPORT, 


TO THE RIGHT HON. T. W. RUSSELIi, M.P., 

Vice-President of the Department of Agriculture and Technical 
Instruction for Ireland. 


Sir, 

We were constituted, by your Minute of Appointment, a Committee “ to 
inquire into tlie existing system of credit available^ for tbe rural classes m Ireland ; 
to suasest what, if any, improvements, not involving financial assistance from the 
Exchequer, should be made in the system; and to consider especial y the form of agri- 
culturA credit most suitahle to the requirements of the occupiers of land affected by the 
Laud Acts in the western districts, and throughout the country generally. 

INTEODUCTION. 

Methods of Inquiry and Divisions of Subject. 

1 In accordance with these terms of Reference, we have made careful inquuty in regard 
to the various systems and methods which are resorted to by the agricultmal and rural 
classes of Ireland for the purpose of meeting their nee^ m respect of credit and capital. 
We have given special attention to the requirements of the small farmers who have beoome. 
or are about to become, owners of their holdings under the Land Acts ; and we have obtained 
much valuable information on the subject from numerous witnesse,s who were in a 
position to speak from practical knowledge and personal experience. 

Inter'pTetation of Teryrts of Refevence. 

2 In the consideration of the question of possible improvements in the existing rraul 

cicdit systems, your Committee have had to hear m mind the distinct hnutation inborn terms 
of Erferenoe which prevented the proposal of any scheme which would mvolve foancial 
assistance from the Exchequer.” We have'aBsumed, however, that while direct financial 
assistance from the Exchequer is precluded, this limitation would not prevent recom- 
mendations bv us in favour of the further extension or development, if considered “'d™able, 
of the various schemes already in operation, imder which advances have been made fri^m 
the funds of the Board of Works, the Congested Districts Board, the Department of Agricul- 
tme Tech^arListruction, and the Estates Commissioners, or the purpose of assisting 
ae aSwindn^^^^ loans, to individual farmers and associations 

nf fpTniprs bv financial aid to Credit Societies, or m other ways. _ f 

Further ^we have interpreted the words “ to inquire into the existmg system of Crete 
available for The rural classes m Ireland ” as authorising us not outy to deal with he 
financial reauirements of the purely agricultural classes, engaged directly m farming 
onerations but also to consider the needs of small rural industries, earned on m 

Stets, ;ith a view fo 'l^^etrvrtLltS^eviden^^^ 

from sCS'^LesyLpre^^^^ such important rural industries as home^spuns, lace 

H well tq emphasise the fact that we have throughout our 

“iisJ" 7;.=r=” r.."'..S.K£r2 
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for which, the advance is required. • Undue facilities for credit merely entangle 
the hoirower still further in debt; whereas a sound system of credit often enables hbn 
after a time to dispense with its aid. Unfortunately farmers too oftmr boiTOU' “ not in 
orde]' to obviate loss, but after the loss has taken place.”* 


Pbksent Importance op Subject op Rural Credit in variou.s Countuie-s. 

4. The whole subject of rural credit and of the alleged existing handicaps on agricul- 
ture due to lack of suitable credit facilities is one which is at present, to a striking' extent, 
occupying public attention in various countries. The President of the United States some 
time ago caused inquiries on the subject to be made by the various American Embassies 
abroad, and a Report based upon these inquiries has been prepared.t The State Depart- 
ment at Washington also sent out in 1912 a list of questions to 9.000 (’.oiTcspondents, 
■With a view to ascertaining how far the credit requirements of farjuers wo.i’c met bv the 
existing hanking institutions.! In addition a large American Commission (ormuiised 
by the Southern Commercial Congress), and including representatives frem Canada, visited 
Europe last summer to study co-operative methods in credit and other branche.s of agri- 
cultural organisation.f The Canadian Parliament recently discussed a (’o -operative 
Agricultural Credit Bill, the Minister of Finance announcing the intention of the Govern- 
ment to consider the whole question. The Premier of New Zealand has also intimated 
Paia 440 - 1 , 'lesire of his Government to establish a system of Co-operative Credit Societies. The 
Piesident of the Board of Agriculture and Fisheries of Great Britain recently announced 
in the House of Commons the arrangements made with various iiujiortaut .Inint Stock 
Banks in Great Britain in relation to Co-operative Credit Societies. An exhaustive 
inquiry has also been made by Mr. J. R. Cahill, on behalf of the Board of Agriculture and 
Fisheries, into Co-operative Agricultural Credit and Co-operation in (ile.rmanv. His able 
Reportil on the subject was issued in April, 1913. These illustrations, which are taken 
solely from English-speaking countries, and which might he. largely multiplied, will suffice 
to indicate the increasing and active interest now being evinced bv various Goverumeiits 
m matters affecting rural credit. 


See para.s 
51-90. 


438-45. 


Main Findings op Report. 

A Summary of the main findings of our Repoi't is given in the Prefatory 
op. 2-4. It mav. nerhans. bp. fl.Avia(iV>lp q+ +V.;<. c,^o«z^ +, 4.1,., 4 . x - l . 


Note on pp 2-4. It may, pcthaps, be advisable at this stage to sav that, after thl 
most careful consi^ieration of the facts brought before us, wo arc of opinion that the 
emstmg facihtles for the supply of credit on sound lines to the smaller and medium 
“'“'.‘I®'!™*® to th™ speoial needs, and require considerable 
whe^ that the existing economic position of rural Ireland. 

4 ™'*' “tot"'® “t tenants to that of 

sS^ of f ® “ exceptional opportunity for establishing on a sound basis a 

system of agriodturel oOKiperatrve credit which will go far towards enabling the new 
proprietors to develop to the utmost the resources of their holdings, and to carry on 
the business of tbeir farms and bomesteads on less wasteful aSd inL ecomnho 
prmoiples than those which have been so largely followed in the past. 

a ‘“i """lee of onr Keport adduce our reasons for believing that much- 

co^tov wfttufiraC"“^ “““ "-dit s^-rtom 7ll 

country without in any way competing with the business of such existing credit inatitn 
dimSedZ tL ado ultimately increased rather than 


» goifaiw 0/ Villme life (E. K Beanett), p. 202, 

H. Taft to tie gZmt f”T »/ President Wni. 

the proposal of President Taft to mtrodaee Co onerotieue r a m r^tniassadoi' Myron T. Rerriek in eonneelion with 
Washington, 1912. ’ ^ Co-opetoivse Credu tie Vnued States.) Senate Document No. 961. 

Wly pp. 85.30. 

ffie Congress of the United States in recomition “That 

m the investigation oi the Enlopean “ysSf *« *» ‘to United State. 

II Cd. 6626.19,3, hereafto refew.d to as Rsport on A^Sral ■ 
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INTRODUCTION. 


auction system, and of similar unsmmd sources of credit resorted to by so' 
many farmers in Ireland, would, we are convinced, be largely diminished by the successful 
catrying out of our proposals. 


■Numbe>' and places oj 'public siUi/ngs of Committee, 

6. The Committee held their first sittings on the 7th February, 1912. Thirty-four 
public sittings for the taking of eWdence were held between that date and 28th March, 
1913. These sittings were held as follows : 


Dublin 

Cork 

Tralee 

Emus 

Galway 

Westport 

Clones 

Strabane 

Ballymena 

Waterford 


13 days. 
3 
3 
3 
1 
1 
3 
3 
2 
2 


The proceedings were open both to the public and the press. In the case of each of 
our sittings, notices were inserted beforehand in the local press, setting forth the objects 
of our Inquiry, and expressing our willingness to consider written statements or oral evidence 
from any persons who desired to lay their views before us. 


Witnesses Examined. 

7. The following classes of witnesses were invited, amongst others, to give evidence : — 
Farmers, especially small holders who could speak from personal experience as to the nee(^ 
of their class in regard to the credit and capital needed for the stocking and working of their 
holdings ; agricultural labourers, including representatives of the Land and Labour Asso- 
ciation ; shopkeepers, merchants, and auctioneers; Secretaries and members of Co- 
operative Credit Societies ; officers of the Irish A^icultural Organisation Society ; the 
Registrar of Friendly Societies for Ireland ; members of the Loan Fund Board, 
and Secretaries and Treasurers of Loan Fund Societies; and clergymen of the various 
Churches, including many who had taken an active part in promoting the economic welfare 
of the small farming class in their districts. We invited the various County Committees 
of Agriculture throughout the country to nominate representatives to give evidence ; the 
experience of these witnesses as members of the County Committees gave them, in many 
cases, an exceptional Imowledge of the agricultural conditions in their respective 
counbi^. 

Representatives of the Board of Works, the Congested Districts Board, the Department 
of Agriculture and Technical Instruction, the Estates Commissioners, and the Land 
Registry Of&ce gave much valuable and authoritative information in regard to questions 
afiecting the work of these various State Departments, in so far as such work had a direct 
bearing upon the objects of our Inquiry. As a supplement to the verbal evidence given 
by the representatives of these Departments, the Committee were supplied with various 
useful statistical and other Returns, some of which are reproduced in the Appendices. 
Amongst these we desire especially to mention the Returns furnished to us by the Land 
Registry, the Registry of Deeds, and the Estates Commissioners in regard to mortgage 
transactiojis in Ireland. This information has not, we think, been available to the public 

The O’Conor Don, Director of the Bank of Irela.iid, and Dr. Kyle Knox, a member of 
our Committee and late Chairman of the Northern Banking Company, were good enough 
to assist us by giving evidence. Written statements were also received from moat of 
the Joint Stock Banlis ; but we regret that, although invited to do so, all but one or two 
of these Banks felt themselves unable to nominate a witness to give verbal evidence at our 
Inquiry. We were glad to have the opportunity of examining 1^. Henry W. Wolf, the 
well Icnown write* upon co-operative questions, and Mr. J. R. Cahill, whose recently issued 
Report upon Agric'mural Credit and Go-operation in Germxmy has already been alluded 

to. . T • 

Information as to Rural Credit Orgamsations other countries. 

8. We did not consider it necessary for any of our number to visit the Consent to 
make inquiries with regard to agricultural credit conditions there. Not oiJy had we the 
evidence^and the writings of Mr. Wolf and of Mr. Cahill, who are personally acquainted 
with continental credit organisations, but we were greatly indebted for inf ormation upon 

* See paras. 794-823 of Report, and Appendices U-17 to Minutes of Evidence. 
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rural credit problems in other countries and the various methods adopted in solvinv them 
to the valuable Bulletins of Economic and Social Intelligence (issued monthly bv tb.» 
International Institute of Agriculture, Eomel by means of which our labours ii the 
acquiring of the latest intelligence as to foreign conditions have been materially lightened 
These Bulletins give in a concise and readable form a record of the most important social 
and economic movements in agriculture taking place in the various countries of the world 
It IS a fact of special interest that most of these Bulletins devote a very large portion of 
their space to questions of co-operative credit, of co-operation in agricultufe generallv 
and the relations of the State thereto, thus affording another proof of the gromng aifd 
World-Wide importance attached to these subjects growing ana 

and W Branch of the Department of Agriculture 

concirned With vanous organisations and individuals in theoountries 

S and bv the f rogfd bo the methods adopted both by private 

iSk ftanee deahng with rural credit problems in the United States Canada, 

I?elLud dD? ' Although the economic and social conditions of 

Ireland dihei m many material respects from those which eidst in other countrier there 

The I,oan ,?und Board System in Ieel\nd 

Theiit in Relation to Rusal Credit 
The Functions of Credit in General. 

cultumi medifo^Sf rManfat'fthT"^™*'™!"' -*Pi- 

the .special needs of the sLu and medhim I ” failure in meeting 

classes generally, it \vill be well we think to? labourers, and the rural 

an outline of the chief characterilties *" 8^® ^t this stage 

it from ordinary comtS Z til to distingnifh 

in commerce, industry' or afn-ienltitTa function of credit, whether 

obtain from otC nC Z tlZ „ making use of it to 

any immediate return, the use of capital for a neri to his keeping without 

utilising in some prodnett ™?ts 

resources possessed by the borrower +>.« ic+f • j ^ exceeds in amount any 

to the lender both principal and inter’est. but alsoTearn 1 7'oiXXS!el 
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12. Obvious benefits to both parties result ; for the lender may not personally be in 
a position to make such, good use of the capital as the borrower. In any case, instead of 
utilising it directly himself, he prefers to place it at the disposal of the borrower in retirrn 
for subsequent compensation for the loan of it. On the other hand, the borrower willingly 
pays for the use of the additional capital, since he finds that he can utilise productively, 
with advantage to himself, more capital than he possesses. Credit thus enables the 
special business or other qualifications of those who have little or no capital of their 
own to be productively employed, when otherwise they would have remained idle. In 
manv instances the personal character of the borrower is the chief, sometimes the only, 
security which can be offered to the lender. An interesting illustration of this is 
found in the case of Agricultural Credit Societies. 

Generally speaking, therefore, credit does not increase, but merely transfers, productive 
funds from one person or body to another. When this transfer, however, is to hands 
which can more efficiently make use of such capital, the total productive activities of 
the country are increased through the agency of credit, with benefit to aU. It is 
clear that credit of some sort is absolutely essential if anything approaching a proper use 
is to be made of the capital and natural resources of a country. 


1 


I 


Vital importance of credit in modern commerce. 

.13. The vast extension and popularising of the benefits of credit by means of 
numerous and highly organised banking concerns of all sorts, which receive large numbers 
of comparatively small sums in deposit® — sums which would otherwise have largely re- 
mained idle — and lend them for productive purposes, is a striking illustration of the 
advantages of a properly organised credit system. 

The vitally important place which credit occupies in the business and commercial 
world is a matter of general knowledge. In modern times an enormous development of 
this system has been in progress in all civilised countries. Indeed it may safely be said 
that by far the largest part of the operations of commerce and business is now carried 
on by means of credit, ’i.e., through the instrumentality of borrowed capital. Many 
authorities calculate that at least 90 per cent, of these operations_ are based on credit. 
“ The manufacturer gives his promissory note for the raw material he purchases, and 
pays the note at maturity out of the proceeds obtained from the sale of the products. The 
merchant buys largely on credit, and pays for the goods bought by the funds obtamed 
from their sale. The exporter obtains money from the Bank on the security of^his own 
credit, and that of the very products for which he expends the money borrowed. In 
short, the svstem of credit has been so largely developed in the manufacturing and com- 
mercial world that vrithout its assistance the whole structure would speedily collapse, as 
has been so often seen in periods of commercial crisis. 


The Conditions o! Credit. 

14. Tte main conditions applicable to credit in general have been so concisely 
desoribed bv Sir F. A. Nicbolson, in his well-known and comprehensive Report on Agr 
cultural Credit, that we may with advantage here produce his summary, tie sal s ; 

“ Tke conditions of credit may be summed up as iollotvs . 

of any tendency to disconn^t neressity or urgency “*hci™e „,edi7a^oweiful aumliaiy to iis productive 
calculate on reaping the fall fruits of his L sS that he can repU the loan 

powers and stabdity. In particular J j improvement to land must be repayable 

from the profits of the transaction foi which it was ob . must be siinilarly repayable over a shorter 

by instalments over a long senes of years ; a in 1^^ “ by Ltalmsnts, »=cordiug 

series ; advances upon crops or for mmutenance may u® P , ...teipiises la which the returns are 
to convenience. It is ariomatic that loans simk in propmtionate to the nature of the 

gradual, shall not be repayable except by instalments over a penod piopomonare 

“‘'■fris'. . oertain.that the substitution of org^^ 

a necessary development of civilisation, ^e individual ? Habits of association develop. The 

eventu.ll/ passed, as general wealth order, H 

questions for consideration ai-e the dmotion in | produce upon 

can be enoouiaged, the modes in which it will work, and the efiects wmon 

tbe nation.”t ’ 


• Article on “ Agrienltnral CrediV’ •«'» Malras Freside«cy, 

t Report regarding tke possibility of introducing Land ana g 
95, p. 3. B 
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The Necessity op Credit in Agriculture. 

15. As agriculture is tlie most ancient branch of productive enterprise, and is still 
the greatest industry in the world, it is reasonable to suppose that the use of credit which i 
is found to be so absolutely essential in other spheres of industry must be also to some ; 
extent a necessity for the agriculturist if he is to make the most of his calling and to extract 
the greatest possible profit from the soil. The experience of all countries goes to show | 
that this assumption is quite justified. Again we may quote Sir F. A. Nicholson. “The ! 

lesson of universal agrarian history . . is that an essential of agriculture is credit. | 

Neither the condition of the country, nor the nature of the land tenures, nor the position of I 

agriculture, afiects the one great fact that agriculturists must borrow. . . Thisnece^ity ! 

is due to the fact that an agriculturist’s capital is locked up in his land and stock, and must 
be temporarily mobilised, hence credit is not necessarily objectionable, nor is borrowing 
necessarily a sign of weakness . . Credit is a necessity, and borrowing and indebted- 

ness are useful or dangerous iu proportion, not merely to the use made of the sums 
borrowed, but in proportion as they are the result of a prudential foresight, or of necessity 
extraneous to the demands of agriculture.”* 


Comparative Failure op the Agricultural Industry to utilise Credit. 

16. There is no doubt, however, that credit is not made use of, on sound lines, in the 
agriculture of most civilised countries to anything like the extent to which it is taken 
advantage of in other branches of production. “V^en the proprietor of land has recourse 
to credit, it will be found that very frequently this is obtained in the form of mortgage 
credit for fairly long terms, rather than in the shape of shorter term credit (resembhng 
current business credit) to provide the necessary capital for the purchase of live stock, 
feeding stufis, seeds, manures, agricultural machinery, &c. Again, if a farmer is merely 
a tenant he is not iu a position to pledge, save to a lirhited extent, real property as security 
for advances, but only chattel property. 

There must be good reasons for the comparative failme of agriculture — an industry 
which is yearly suffering from severer competition — to utiHse more fully the credit so 
readily available for other productive enterprises. This characteristic of agriculture is 
the more remarkable in view of the fact that modern credit systems, subject to the stress 
of increasing competition, are continually seeking fresh outlets for their surplus capital. 
Yet in spite of this fact, there is, we believe, ample evidence to prove — and practically all 
authorities who have 'written upon the subject confirm this view — that our modem banking 
concerns find themselves unable adequately to place facilities for borro'wing on suitable 
terms •within easy reach of the small farming classes ; while agricultural labourers, as a 
rule, are entirely outside the operations of these Banks. 

17. It is, perhaps, well to emphasise that we do not advocate borro'wing by 
agriculturists save in those cases where additional capital could be . productively used 
while gi"ving a fair profit on the transaction. A farmer can advantageously make use of 
credit only under circumstances which would justify a similar process in the case of a 
•wise and thrifty man of business. We may add that in spite of the many difficulties 
peculiar to agriculture large farmers are, as a rule, in a position to make fairly satisfactory 
Arrangements for the supply of credit adequate to their needs. We have had a good deal 
of evidence to this effect. 


Special Characteristics op the Agricultural Industry in relation 
TO Credit. 

18. It will help to make clearer some of the many and complex questions dealt 
•with in our Report if we here indicate briefly the main reasons for the apparently almost 
insuperable difficulties in the way of extending commercial credit so that it may be utiHzed 

* Refori regarding the fossihiUty of introducing Land and Agricultural Banks into the Madras 
Presidency, 1895, pjj. 2, 33. 
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for the benefit of agricuitare, especially in the case of the small farmers, who in Ireland, 
as in so many other countries, comprise the majority of the agriculturists. It will be 
seen that most of these difficulties arise from peculiarities which are inherent in the nature 
of agriculture as a calling. 


(a) Length of Period of Loan. 

19. An outstanding feature of the farming industry is the length of the period of 
production, i.e., the length of time usually required before a loan can be repaid from the 
returns obtained by the outlay. Thus capital expended on seeds or manures cannot be 
reproduced imtil the crop is reaped about six months later ; while advances obtained for 
the purchase of live stock, farm implements, &c., usually take at least a year, and often 
several years, before they can he repaid to the lender with interest, leaving a profit to the 
borrower. Nature herself has fixed these limits, which the farmer is powerless to alter ; 
whereas the manufactrmer or business man can, to a certain extent, shorten at will his 
periods of production or turn over his stock more rapidly so as to fit in with his 
credit requirements. 


20. The existing commercial banking system has. in its leading features, been 
gradually evolved to meet the needs of the business and commercial world, not of agri- 
culture. Any authoritative history of banking may be consulted for particulars of this 
interesting evolution. The Banks in order to make profits for their ^areholders must 
naturally aim at a fairly rapid turnover of their funds. In addition, as they hold most 
of their deposits at call, or at short notice, they are unable safely to tie up their fimds for 
lengthened periods. The loans which they can advance are therefore as a rule made 
for only three or four months at a time, the borrower being forced to go through certain 
formalities if a renewal of the loan is desired at the termination of that period. The 
loans re<^uired by farmers are usually smaller in amount than the average commercial or 
business loan. These important considerations, in so far as they affect the relations of 
Joint Stock Banks in Ireland to the small and medium farmers of the country, will be 
referred to more fully in that section of our Report dealing with “ Joint Stock Banks.” 


(6) Seasonal Retwrns in Agriculture. 

21. Another feature in the economy of agriculture, closely related to that already 
mentioned, which distinguishes the industry of farming from most businesses and trades 
save those of a seasonal nature, is that the returns of labour fall, as a rale, in certain fixed 
periods, with the exception, to some extent, of those cases where mixed farming is under- 
taken. The great majority of farmers cannot look forward, as most business and trades- 
men do, to having a continuous inflow of receipts throughout the year. The farmer 
must usually await the autumn months when his crops and other produce are sold. Returns 
are in many cases almost non-existent in the spring of the year, that is during the verv 
period when expenditure on seeds, manures. &c., in connection with the next season s 
crops has to be incurred. Your Committee have received a considerable amoiuit of 
evidence as to the indebtedness which small farmers incur for outlays of this nature in the 
spring time ; this important subject, will be dealt with more fully when we come to 
speak of the credit given by shopkeepers to the farming classes. The contrast between 
this condition of affairs and that which obtains in the majority of business concerns is a 
strildng one and need not be here further emphasised. 


(c) Risks of Loss peouliar to Agriculture. 


22. There are certain risks in connection with the cultivation of the soli and the rearin„ 
of live stock which do not exist to anything like the same extent m most coinmercial pur- 
suits. Crops vary from season to season, both in quantity and quality, owing 
of harvest, disease, pests, weather, &c., over which the most skilful ’ 

References will be found in the Re^t/rt of the Royal Comimssion on Agruyulture (1887) 


* Cd. 8540-1898 
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the great losses caused to agriculturists through, a succession of bad seasons. Live stock 
are similarly liable to various injuries and losses from disease and other causes ; while 
precautions of insurance of either crops or Hve stock against loss have not been adopted to 
any important extent in Great Britain or Ireland. The products of agriculture, therefore, 
afford, generally speaking, a much more uncertain and risky security for loans than is 
furnished by the products of commercial and business enterprise. 

It must be admitted that with the recent spread of improved scientific methods 
in agriculture ; with the increased popular knowledge of the principles underlying the 
operations of farming, due in a large degree to the educational assistance now so generally 
given to farmers both by the State and by voluntary agencies ; and with the greatly 
improved methods of dealing with many peats and diseases destructive of crops and live 
stock, the risks of heavy losses to the farmer have in recent years been materially reduced. 
The widespread adoption in Ireland of the spraying of potato crops against blight may be 
cited as one of many examples of this diminution of risk of loss. In spite of such con- 
siderations, however, the broad fact stOl remains that agriculture is a calling inevitably 
associated with exceptional liability to losses through unforeseen and ima voidable causes. 


(d) Dijfica/Uy m keeping exact Farming Accounts. 

See paras. 23. Another feature of the agricultural calling which frequently gives rise to difficulties 

183, 684.7. when land or stock is offered as security for a loan is the difficulty of keepi^ farming 

accounts that will show, with any close approach to accuracy, the financial position of the 
farmer. Naturally this constitutes a handicap in dealing with commercial banMng concerns 
which does not exist in the ordinary business or manufacturing industry, where the science 
of book-keeping has reachfed such perfection. As Professor Marshall says in his well- 
known work : — “ The variety in agricultural detail makes the proper keeping of farming 
accounts very difficult. There are so many joint produete and so many bye-products, so 
many complex and shifting relations of debtor and creditor between the several crops and 
methods of feeding, that an ordinary farmer, even if he were as fond of accounts as he is 
in fact averse to them, would have great difficulty in ascertaining, otherwise than by a 
semi -instinctive guess, what is the price that will just pay him to raise a certain amoimt 
of extra produce. He may know its prime cost with fair certainty, but he seldom Imows 
its true total cost ; and this increases the difficulty of reading quickly the teachings of 
experience, and making progress by their aid. The difficulty is even greater in small 
holdings. For the capitalist farmer does, at all events, measure the prime cost in terms 
of money. But the cultivator working with his own hands often puts into his land as 
much work as he feels able to do without estimating carefully its money value in relation 
to its product.”* 

Hei’e wo ina,y mention another important difference between the agricultural and the 
manufacturiug industry. Generally spealdng, the larger the output of goods by a manu- 
facturer, the lower is the average cost of production ; whereas in farming, on the contrary, 
the bushels of corn or the tons of vegetables which are added to the ordinary yield Eire 
the most expensive to produce, and increase instead of diminishing the average cost of 
production. 

(e) Dignities of Mortgage Security. 

24. Titles to ownership of land are often uncertain, save under a well organised 
and universal system of compulsory registration of title, as in Germany. Thus this type 
of security for loans, while in some respects safer than the security of live stock and chattels, 
contains a considerable element of risk for the lender. Even if the title be good, the 
creditor often experiences exceptional difficulties in realising his security in case of default, 
while the market value of land is a very fluctuating quantity. In any event, loans which 
arc made on immovable property and for terms of considerable length cannot meet the 
current general needs of agriculturists, and are in fact seldom negotiated for such purposes. 
It is, again, only the owners, and not the tenants of land, who are in a position to offer 
See paras, sucli security. As wiU he seen later in our Report, the Joint Stock Banks in Ireland are 

admittedly imwiUing, for the above reasons, to accept to any considerable extent 
mortgages on land as security for advances made by them. A very considerable amount 
Paras. Tiu. 811 . of mortgaging of land, however, takes place annually in Ireland. 


* Prinoifles of Economics, vol. I. (1895), p. 735, 
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(/) Absence of the requisite proximity heiiveen Lender and Borroxoer. 

25. It is often difficult for the ordinary commercial banks, situated in the cities and 
towns, to gain the necessary knowledge of the standing of the small farmer, his character 
for leliability and honesty, and his capacity to conduct his business properly. Many of 
these farmers reside at a considerable chstance from the nearest branch Bank, and attempts 
at supervision by the latter would in such cases not be feasible. These difficulties do 
not arise to anything like the same extent when the borrowers are merchants or tradesmen 
residing in the town, and well known to many of the residents. In such instances the 
local manager of the Joint Stock Bank has httle difficulty in receiving sufficient informa- 
tion to guide his decision, while suitable sureties, known to the manager, are as a rule 
easily obtainable by deserving borrowers. 

In any case, as might be anticipated, small loans of the sort so often needed patas. so. 62-6 
by farmers offer little attraction, as a rule, to commercial banks. The profit to 

the bank on such transactions is trifling, although the administrative expenses, due to 
cost of stafi, &c., are the same as in the case of very much larger loans. On the 
other hand, the accompanying expenses to the small borrower, due to loss of time, travelling 
expenses, the entertainment of the necessary sureties, &o., are often very considerable. Paras. S4-se. 
On these important points we have received much confirmatory evidence from all parts 
of the country. 

There are various other causes which militate against the supply of credit on the 
ordinary commercial lines to agriculture, which will be dealt with in detail as they ^ise 
But this outline of the chief features which by practically umversal admission _ should 
be fomid in any credit system claiming to be adequate to the needs of agriculture 
can. we thinlc, be usefully inserted at this initial stage of our Eeport. This comse wiU 
obviate repetition of general principles when the question of the applicabihty or otherwise 
of each of the existing credit systems in Ireland to the requirements of the small rural 
classes comes to be considered. 

Geowino Necessity eoe Bxpehbitcee oe Capital in the Aseiooltceal 
Industry. 

26 Although the difficulties in adapting commeioial credit to the particular 
agriculture wpaiently remain to a gielt extent unchanged m spite of the recent large 
dSnmLt oTbaffiring institutions, a permanent featae m modem apcultural 
economy is the growing neoessitv for capital which improTed methods m caiiymg on the 
indnsfay hare o?Xd A fariei undoubtedly now requires more working capital than 
he formerly did if he is to utihse to the greatest advantage the scientiio mstrnction m the 
h:s“Xal methods now fortunately avaUable 

Agriculturo. . . , 

In Great Britain and Ireland 

become in recent years a vital necessity, in vi , ebeaner and improved facilities 

the agrioultnial products of other TOmtne^ ue ^eoeslty for' improved scientiio 

for rapid transport, methods of refripration &o. ilns necessity P 

treataent of the soil naturally entai s a L addition, 

tural machinery and implements, and upon belt ' ^ corres- 

the cost of hving has in recent years producers of agrioultnial oommo- 

ponding morease in the Igricultural labour is also a marked 

dities, save m exceptional cases. subject we shah return when 

feature of the existing rural economy of , . . olass for whom the usual com- si>cp.m«. 

deahng with the credit needs of agnoultural labourers, a class 

meicial banking credit is to a peouhar extent unavailable. 

Improved farming and hmnees luMis of the Irish ,wal classes. 

27. The education, ^ 

Agriculture has undoubtedly led to muo farmer type who appeared before 

seeds and manures ; several mtnesses o „^aimt of knowledge on these matters so 
us showed that they possessed a considerable amount ot knowleag 
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essential to tke success of agricultural operations. It is obvious tbat this subject is i 
one "wbicb has an important bearing upon agricultural credit in general, for unless a farmer 
has sufficient command of credit and capital to permit of his buying his agricultural require- 
ments in the open market in the most economical way, he cannot hope to be in a position 
to secure goo^ of the best quality. 

The thriftless and often reckless methods of obtaining fun^ for urgent needs 
which have driven and continue to drive so many of the small agricultural classes into 
the hands of money-lenders can never in our opinion be successfully done away with, 
save by placing within the reach of these borrowers a sound system of rural credit, enjoying 
the full confidence of the people, and as easily accessible as the injurious credit of the 
money-lender and the “ trust ” auction. As farming becomes more and more a regularly f 
organised business, in which scientific and business methods of production and marketing | 

must be employed, so will it rightly continue to demand improved credit facihties. Your J 

Committee have had a good deal of evidence showmg that in Ireland a very | 

gratifying change is taking place in the farming and business habits of the rural claves, • 

who are beginning to realise the necessity for placing their industry on a soimder basis. | 

Amongst the chief causes to which witnesses have attributed this notable improvement \ 

are the scientific and practical instruction imparted through the various agencies of the 
Department of Agriculture and Technical Instruction, and the County Committees of 
Agriculture ; the growth of co-operative organisation promoted by the Irish Agricultural 
Organisation Society ; and perhaps, above all, the beneficent working of the Land Acts, 
by means of which the farmers are gradually becoming owners of their holdings and 
acquiring the sense of proprietorship in the soil. 


Co-operative Agricultural Credit in other Countries. 

28. In the course of our Eeport we shall give brief descriptions of the various 
methods which have been adopted in other countries to solve the problems attached to the 
supply of rural credit, in so far as such methods appear, in our opinion, to have a distinct 
bearing upon the conditions in Ireland. The numerous and exhaustive reports and articles 
which have been published during recent years upon Continental agricultural credit institu- 
tions will render it unnecessary for us to enter into any elaborate detail upon a subject 
Seepp. 3S7.300. so large and complicated. The references which we give in our foot-notes to various 
authorities, together ^vith the Bibliography included in our Report, will, we trust, 
facilitate those who may wish to pursue the study of any particular aspect of the subject. 
It may. however, safely be said that for a careful and comprehensive survey of the 
many types of agricultural credit institutions in Europe, Sir F. A. Nicholson’s Report, 
written for the Madras Government, and published in 1895, though necessarily now 
out of date in many details, still remains an unequalled treasure-house of information. 

Conspicuous among the methods successfully adopted by various countries to 
supply the credit needs of small agriculturists is the system of Co-operative Credit Societies, 
whether based on the main principles of Raiffeisen or Schulze-Delitzsch. or on a combina- 
tion' of both these principles. The wide and beneficial development of this system in 
Germany (where it had its birth), France. Italy, India. Russia, Japan, and other countries, 
is one of the most remarkable phenomena of rural economy in modern times. 


Detailed consideration given to Irish Qo-op&rative Credit xyslem. 

29. Your Committee naturally devoted much attention -to the system of Agricultural 
Credit Societies established in Ireland during the last nineteen years under the auspices 
of the Irish Agricultural Organisation Society, and avowedly based on the Continental 
Raiffeisen model, including the principle of unlimited .Hahility. A large portion of 
our Report is necessarily occupied with a detailed consideration of tins method of 
supplying rural credit. We have carefully considered the question as to how far the 
existing system meets, or seems capable of meeting, on a satisfactory scale the needs of 
the small farmers and agricultural labourers of Ireland. We have given much time and 
thought to the consideration of the question as to how far, if at all, any changes in the 
organisation, constitution, and supervision of these Societies seem called for as likely to 
lead to their increased development and a wider extension of the benefits imdoubtedly 
conferred b}" the system when properly worked. We arranged, therefore, to hear many 
witnesses on this s\ibject. including representatives of the Irish Agricultural Organisation 
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Society and Secretaries and members of Credit Societies in all parts of the country, who 
have given us, from their practical experience of the working of the Societies, much valuable 
aid in coming to the conclusions arrived at. 


GENERAL OUTLINE OF SUBJECTS DEALT WITH IN REPORT. 


30. Having thus outlined the chief features of agricultural credit which must be kept 
in view in any adequate treatment of the problem, and given a sketch of the general 
plan upon which we have gone in preparing our Report, we now proceed to a detailed 
consideration of the existing recognised cre£t and thrift institutions in Ireland, and also 
of various other sources of credit which are made use of, to a greater or less degree, by 
Irish a'griculturists and the rural classes generally. 

For convenience’ sake we propose to treat these institutions and methods in the 
following order : — 

(I.) Joint Stock Banks. 


(II.) Post Office and Trustee Savings Banks. 
(III.) Moneylenders and the Agricultural Classes. 


(IV.) ‘ Tn^t ’ or ‘ (h:edit ’ Auctions. 

(V.) Credit advanced to farmers by Shopkeepers. 


(VI.) The Loan Fund Board System in Ireland. 

(VII.) The Co-operative Credit Movement in Ireland. 

(VIII.) Agricultural Loans and Grants administered by State Departments. 
(IX.) The Credit needs of Rural Industries. 


(X.) Mortgage or Long Term Credit. 

31 Oui pimoipal conclusions and recommendations in regard to tie various subjects 
of inouiiT wiS be found at the close of each separate Section of tie Report. An 
ekaSstive Synopsis of Contents has also been prefced to the Bepoit (see pp. iv.-rvi.), 
in order further to facilitate reference to any desued portion. 

In a Prefatory Note (see pp. 2^) wiU be foimd in a convenient form the main 
findings of our Report. 


i 
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SECTION I. 

JOINT STOCK BANKS IN IKELAND. 


In any consideration of the subject of rural credit in Ireknd the position of the 
Joint Stock Banks of the country in relation thereto naturally claims a prominent place. 

Origin of the Banhing System. 

32. The history of the development and growth of the great modem Joint Stock Bank 
system forms one of the most interesting pages in economic study. Banking in ma,ny 
of its forms was known to the ancients, especially to the Greeks and Romans. During 
the Middle Ages the Jews of Europe, in their capacity of the world’s money-lenders, earned 
on some of the functions of Banks. The origin of modem Banking, however, is, according 
to most authorities, due to the merchants and money-lenders of \emce, Geiioa, and 
especially of Florence, who were famous throughout Europe in the middle of the Fourteentn 
Century, though the Bank of Amsterdam, formed in 1609, was perhaps the first to 

take the chief function of a modem Bank-— the safe keeping of depositors’ money, available 
at call. 

Banking m Great Britaim. 

33. The banking history of England begins with the Goldsmiths of London, who 
in the Seventeenth Century received deposits of money and valuables against which they 
issued receipts or notes.” The foundation of the Bank of England in 1694 was, however, 
the real commencement of the banking system in that country. The Bank of Scotland 
was founded in the following year (1695), but although in that year the prmcipal 
merchants of Dublin met and presented a memorial to the Irish House of Commons, 
recommending the establishment of a public Bank, nothing was done. In 1720 the kmg 
was petitioned by Lords Abercorn. Boyne, and other infl-uential persons for pemnssion 
to start a public Bank. The matter was referred to the Irish Parliament, but m 1721 the 
House of Commons rejected a bill for the establishment of the Bank, The Noi^e or 
Lords took the same view, probably in consequence of the violent opposition or Swift. 
Berkeley’s Querist (1735) shows that he was strongly in favour of the cr^tion of a 
public Banlc. In fact, however, the first Irish Joint Stock Bank, i.e., the Banlc of 
Ireland, did not come into existence until 1783, by an Iiish Act of Parliament (21 and 
22 Geo. III., c. 16). This Act prohibited an}^ other company of more than six persons 
from issuing notes payable on demand or within any time less than six months. 


Sketch of the Development of Banking in Ireland. 

34. We do not propose in our Report to enter into any elaborate description of the 
Joint Stock Bank system of Ireland. Pull details on the subject will be found in Gilhart 
on Banking,” in' Dillon's History and DevelopMent of Banking in Ireland” (1889), 
and in similar works; while a useful and concise article on the subject appeared in Ireland : 
Indmtrial and Agricultural,” a 'volume issued by the. Department of Agriculture and 
Technical Instruction. In order, however, to show how rapid has been the growth 
of the Joint Stock Banks in this ooxmtry in recent years, we think it desirable to insert 
the following brief historical summary. 

After its foundation under Charter dated May 15th, 1783, the Bank of Ireland had as 
its only competitors the private banks which had gradually been established in Dublm 
and the chief provincial towns. These institutions proved to be very unsatisfactory, and a 
series of failures occurred in the period 1810-1820 which led to an amendment of the law. 
In 1821 (by 1 and 2 Geo. IV., c. 72), Banking Companies, having any number of 
partners, were allowed under certain conditions to exist outside a radius of fifty Irish 
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ilpq around Dublin. This restriction as to radius was, however, removed in 1845 (8 and 
c 37.i In 1824 the Northern Banking Company was eatablislied ; andin 1825 two 
other nW Banks came into being, i.e., the Hibernian and the 

which had been construed to reqmre every partner in an Irish Jomt Stock Bank to be a 
rp«5identin Ireland, prevented progress for some months, but after an Aniending Act of 
1895 (6 Geo IV., c.'42), branches of the Provincial Bank were opened in Cork, LimOTick, 
Honmel and Derry. In 1826, Branches of this Bank were opened m Shgo_, V exford, 
S^lfast Waterford, and Galway ; in 1827 further Branches were established in Armagi. 
Athlone Coleraine, and Kilkenny ; and succeeding years saw continuous adjtions to the 
number.' Stimulated by this competition, the Bank of Ireland soon opened Branches m 
Cork Waterford. Clonmel, Derry, Belfast and Westport. , . . , . . • 

Many of the private Banks through the country failed, as we have 
the cris/of 1823, and thus caused great loss and suSermg. The failime in 1836, through 
mismanagement, of the Agricultural and Commercial Bank of Deland also created much 
alarm and gave rise to a big demand for gold. 


m auu gave AiDv- — & o 

36 The Belfast Banking Company started business in 1827; and in 1835 Darnel 
O’ComieE founded tie National Bank, whioi was estailisied at Camok-on-Smi. It 
0 .. . Bank “ to enaile tie lower classes to mTest their 

^d thus get an interest for their money, instead of “S ^ 
n^es ; th^fortunes of an old stootog BaA of^ 

T' tttm?yearT“^ Jas estaLhed in Cork, and 

1886, and was replaced by the Munster and Leinster Bank. 

Authmisei, Nate CirauMim of the Site note-issuing Banhs. 

. ,s- ^ rS SS 

of these notes : — £ 

Bank of Ireland 
Provincial Bank of Ireland 


National Bank 
Ulster Bank 

Belfast Banking Company 
Northern Banking Company 


3,738,428 

927,667 

852,269 

311,079 

281.611 

243,440 


Total 


£6,354,494 


The Banks can. however, exceed the note cl 


The Irish Bank Act of 1845. , , . , j x;,. 

37. In 1845 the K^h Bank Act (8 and 

only remaining vestiges of the monopo y ^ TTndei this Act limitation of note issue 
theVole country to Joint Stock ®teipn^ , tnte atoonnts ever,- four weeks of 
was provided for, issmug Banks d, and principal places of issue, to 

their note circulation and stock of ^eci empowered to cause an inspection 

the Commissioners of Stamps and Taxe^ Itxchanee for sums under £1 were made 

of books; and Promissory Notes or BlU» „ot specify here were 

negotiable. Several other important urineiples for the oouLot of Banking 

embodied in this Act, which laid down the mam prmeipies 

in Ireland. 


Hecen. prea, — «/ Banks in 

38. It will be seen that the ?*XbranIhS, is of comparatively recent 

this country, with their numerous hranches { jj,™ men there were no Joint 

growth. It is difhcult to realise that "f Bank of Ireland. Prom 

Stock Banks or Branches in Ireland, save th Biish Joint Stock 

the latest figures available, furmshe . §53 Offices and Branches. The 

Banks, it appears that these Banks m April, 1®'®' ^ j Bank the number of its 

following Take gives particulars shewing m theja^ ^ea 

'■'TSTsStoTTs awl so of 8 £ 9 Viot.. c. 37. „ 
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Head Offices, Brandies, and Sub-Branches or Agencies (these last being open only on ; 
certain days, such as fair or market days, &c.) : — i 


— 

Number of 
Head Offices 
and Branches 
always open. 

Number of 
Sub-branches 
or Agencies 
(i.e.. Offices 
open on 
Market or 
Pair Days 
only, or both). 

Number of 
Sub-branches 
or Agencies 
open Weekly, 
and on 
Fail- Days. 

Number of 
.Sub-branches 
or Agencies 
open Weekly 
Fortnightly, 
&o. 

Number of 
Sub-branches 
, or Agencies 
open on 
Special 
occasions. 

Totals. 

Bank of Ireland 

71 

14 

13 

5 

2 

105 

Belfast Banking Go. 

48 

6 

10 

13 

1 

78 

Hibernian Bank 

50 

13 

4 

16 

1 

84 

Munster & Leinster Bank 

61 

5 

17 

5 



88 

National Bank 

91 

13 

10 

11 

_ 

125 

Northern Banking Co. 

63 

5 

13 

24 

1 

106 

Provincial Bank 

58 

14 

7 

8 

1 

88 

Royal Bank . . 

10 

1 1 

— 

2 

_ 

13 

Ulster Uank . . 

77 

89 

- 

- 

- 

166 

Totals, 

529 

160 

74 

84 

6 

853 


From this Table it will be seen that only 62 per cent, of the Irish Bank Offices are ^ 
always open, (as compared with 77 per cent, in England, and 98 per cent, in Scotland). 


Fiyures showing growth of Bank Offices in Ireland since the year 1850. 

39. The steady growth in recent years of the Joint Stock Bank organisations in Ireland 
may be seen from the following figures, showing for every 10 years the number of Bank 
Offices open since 1850 : — 



1850 

I860 

1870 

1880 

1890 

1900 

1910 




Head 

Sub- 

Head Sub- 



Sab- 





Office Bianoiiei 

Office 'Branches 






Ofiicca 

Offices 



and and 

and and 





open 

open 

Branches Agencies 

Branches Agencies 

BranchesAgencies 

Branches 

Agencies BranohesiAgenoHt 




open 

open 

open open 

open open 

open 

open 

open • open 

Bank of Ireland 

24 

27 

37 



so 1 




Belfast Bankinc Co. 

21 

24 

33 


37 — 





mbemian Bank 

5 


17 







Munater and Leinster 



30* 

6* 


38 1 13 




National Bank 

48 

50 








Northern Bankina Co. 

12 

13 

33 

9 





ctf\ ! 

Provincial Bank 

38 

42 








Roval Bank 


1 




8 




Ulster Bank 

10 

19 

31 


53 — 





Tipperary Joint Stot-k 


— 

— 

— 

— — 

_ _ 







285 

19 

415 i 64 

421 ^ 148 

456 

205 

505 304 

Totals 

174 

180 

304 

479 


861 

809 


• Thtse figures refa to the Munster Bank, whieA toas estaUiehed in 1864. and in 1885 t«w replaced by the Munster and Leinster Bank. 


t Ceased operations in the year 1850. 


These Tables show that since the year 1850 there has been an increase of over 390 per 
cent, m the number of Joint Stock Bank Offices in Ireland. 


Map showing Bank Branches, Suh-branckes and Agencies in April, 1913. 

p. 366 ^ a Map which shows at a glance the number and distribution 

of the Branches, Sub-branches and Agencies of the nine leading Irish Joint Stock Banka 
m the month of April, 1913. This Map illustrates more forcibly than any array of 
figures could possibly do how widely distributed over the whole country, in rural as well 
as in urban districts, are the offices of these Banks. 
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Peiynanent Branch Banks at only 242 seinrate centres. 

41. In numerous cases competing Brandies of several different Banks exist side by 
side in the same town. In some provincial towns, such as Armagh, Ballymena, Coleraine. 
Dundalk, Kilkenny, there are as many as five or six separate Branches of various Banks, 
while in numerous other towns there are three or four separate Branches. An analysis of 
the latest figures goes to show that in 242 towns and villages of Ireland there is an Office of a 
Joint Stock Bank always open, while in practically the same number, i.e., 246, there is a 
Sub-Branch, open only on certain days, such as market or fair days, weekly, fortnightly, &c. 

As pointed out by the O’Conor Don, Director of the Bank of Ireland, there is ySi. 
approximately one Branch Bank open for every 5.000 persons in Ireland,* or one for every 
thousand heads of family. If only the Offices which are alwa>’B open are taken into 
account, the figures wouldbe one such Office for every 8,300 persons or for every 1,600 heads 
of family. The fact that there are two, four, or even six Bank Offices in the nearest town 
does not, of course, in any way lessen the inconvenience and loss of time and money for 
the farmer who may have to come in from a distance. Hence, in reckoning banking facilities 
for the rural population, it is rather the number of banking centres than the number of 
Branches or Sub-branches which should be chiefly taken into accoxmt. There are in all 
Ireland, as we have seen, only 242 centres where a permanent Branch Bank is established. 
There is, therefore, only one such centre to every 18,000 persons. If the Sub-Branches, 
which are open only on certain days, be also included, there is one such banking centre 
for every 9,000 persons. 


42. Accordingly, in spite of the great extension of Bank Offices, there are many con- 
siderable tracts of country, some of them fairly well populated, where no Branch yet 
exists and where, as a matter of fact, it would not pay a Joint Stock Bank to open an 
office." This is especially the case in the west of Ireland. In the course of om evidence 
we have had brought before us instances where persons in order to reach the nearest 
Brandi Bank would have to travel forty miles. This is doubtless an ^reme case, hut 
it is not at all unusual for farmers to have to make a journey of ten or fifteen miles to the 
nearest Bank. 


Only 62 jier cent, of Irish Bank Offiees are iiei-manenily open. 

43 As pointed out in an interesting article in the Bankers’ Magazvm for February, 
1914, the proportion of Irish Bank Offices which are not open every day m 
to those which are thus permanently open is much larger in Ireland than m England or 
Scotland. The following Table is taken from the article referred to. 



Number of B.ank Offices.* 


Open 

Daily. 

Per cent, 
of Total. I 

Not open Per cent, j 

Dailv. of Total. | 

Total. 

England and Wales 
Isle of Man 
Scotland 
Ireland 

1 

5,342 1 

24 

1,222 

539 

77 

100 

98 

62 

1 1,631 23 

34 2 

j 324 38 

6,973 

24 

1,256 

863 

Total, 

7,127 

- 

1,989 — 

9.111) 


pgnres in ms i v - 

It will he seen that while in Ireland 38 per cent. 
on market or fair Days, in England the corresponding gootoh Branch Banks, 

of 6,973), and in Scotland the percentage is only ^ figure has remained 

pt^eTtelhTpKe yelr:% P--tage has increased from 

12 to 23 in that period, and in Ireland from 24 to 3b. , , • 

44. Although the, Irish Banks by this increase o^^ 
days, &o„ evince a desire to extend their opera i create a permanent branch) by 

regular customers (in places where it waM n P ^ ^.Jey would in any case 

bringing hanking facilities within their reach on , y , , . , obvious that it is not 
be visiting the town to attend the market or air, i . gain the same acquaintance 
possible for a few officials, in a few ho urs once a week or so, tojgntneg^^ 

; In 1851 there was oidy one Banking Office in Ireland for every 37,600 persons ; in 18 
10,700 persons ; and in 1891, one for every 8,200 peiBons. C 2 
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with, the circmastances of the small farmers of the district as the local manager of a 
permanent branch would do. The contrast between Ireland and Scotland, with populations 
of about the same size, inrespect of the proportion of banking offices always open, is rather 
striking, but different economic conditions in the two countries to some extent account 
for this contrast. 

It would seem that rarely outside the United Kingdom and France does the term 
“ banking office ” represent anything but an office open daily. 


Net increase in Banking Offices between 1876 o/nd 1913. 

45. The total net increase in the number of Banking Offices between the years 1876 
and 1913, in each of the divisions of the United Kingdom was as follows : — 



Net 

.Increase. 

England and Wales 

4.786 

Isle of Man 

13 

Scotland 

366 

Ireland 

366 

Total 

' 5,531 


In Ireland and Scotland, therefore, about 10 new Offices have been, on the average, 
opened annually during the period referred to, after allowing for 177 offices closed m 
Ireland, and 344 closed in Scotland during these years. During the same period 248 
branch offices were opened in Ireland in places where no office previously existed. 


Banking Facilities in various countries in relation to population and area. 


1S706 


46. The following figures giving the number of Banking Offices in some of the 
leading countries of the world in the year 1912, and also the proportion of such Offices 
to the population and area, were supplied by Mr. J. K. Cahill in connection with his 
evidence.* 


Country. 

Banking 

Offices. 

Inhabitants 
per Office. 

Sq-uare Miles 
per Office. 

BRITISH EMPIRE 




England and Wales (including Isle 

6,733 

5,379 

8-7 

of Man). 




Scotland 

1,235 

3,854 

24-6 

Ireland 

841 f 

3,220 

38-5 

Total for United Kixodom 

8,809J 

0.150 

13'8 

Canada 

2,9.33 

2,466 

1,271-6 

Australia 

2,043 

2,179 


Ne-w Zealand . . 

392 

2.572 


Union of South Afi'ica . . 

460 

12,986 

1,028-6 

FOREIGN COUNTRIES § 




Argentine 

385 

17,334 


Belgium 

260 

28,809 


Denmark 

700 

3,964 


Finland 

550 

5,664 


Fiance 

4.400 

9,000 


Germany 

13,000 

4,994 


Holland 

500 

12,046 


Italy , . 

1,700 

20,396 


Norway 

640 

3,737 


Sweden 

650 

8,496 


Switzerland 

900 



United States of America 

29,000 

3,711 

123-1 


- friiis numlier had risen to 863 in October, 1913. ’ • 

ilnclades 158 oflices of Colonial and Foreign Biuiks doing business in England, 

_ sin the case of those European countries ■where Savings Banks aa-e of a public character, and a 
to invest their funds, in whnlo «.• Jr. .-u-;- j: ... t....... , . . ’ . . 


,j, , , -whole or in part, at their discretion, such Savings Banks have been included in above 
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It should be mentioned that the figures which we make use of in reference to J oint 
Stock Banks in Ireland apply only to the nine leading Banks. Any Joint Stock Bank 
registered in Great Britain may, we understand, at any time, open a branch in Ireland 
without any process of registration in this country ; but the number of such Banks in 
Ireland is insignificant, and would not materially affect any of the figures quoted by ua, 
or the deductions based upon them. 


Over 62 Millions in Deposits and Cash Balances in Irish Banks. 

47. From the Banking statistics issued by the Department of Agriculture and Technical 
Tnstruction it appears that the total deposits and cash balances in Irish Joint Stock Banka 
amounted, on 31st December, 1913, to -die huge sum of £62,142,000. The steady a.nd 
remarkable growth of these cash balances in recent years may be seen from the following 
figures ; — 


1 

Year. | 

Amount of 
Deposits and Cash 
Balances on 31st Dec. 

1840* ... 

1850 ... 

1860 

1870 

1880 ... 

. 1890 

1900 

1910 

1912 

1913 

£ 

5.568.000 

8.269.000 

15.609.000 

24.366.000 

29.746.000 

33.325.000 

43.280.000 

64.936.000 

57.651.000 

' 62,142,000 


cun sUiving growth of defosits in Joint Stock Banks, and in Post Office and Trustee 
Savings Banks. 

48. A comprehensiYe Cliart, stowing tte giowtl of tte 

?4xease'£st“ m'Sr.'oOo; o°x 8e" per ’cent., and dnxing tte last 13 years, £18,862,000 
or 43 per cent. 

Bank Deposits in their relation to national savings and productive enterprwe. 

4 Q Tto -Denartment in issuing the statistics of banking deposits state These 
agur ar?^ eSSbb interest aslr^cating 

of^anking in Ireland. They do not, account 

savings.’ Such a o/the other ” The Department add that 

of sayings on the one hand, and of mdebtedness i^imoted that the 

complete data for the latter account are of Bills 

amount due to the Joint Stock Banks on about £47,000,000. 

Discounted. Adyanoes to Customers, and Loans i„™^oint Stock Bank deposit 

A deduction which is sometimes based upon 
hguies is that they represent so much “1°™^ wibh^ereater benefit to the economic 
could be more profitably utihsed by the owners, and f It Bl^otdd 

progress of the country as a a nropor^^^ 

be borne in mind, howeyei, that the Banks, after ,„ay of Bill, loan, 

ties, lend out the greater part of these deposits *» ™ i,y tpe horrowers 

or on current acoonnt. Much of tins credit so aariculture ; hut we are not m s»para«. 

for productiye purposes, either m Pe utSsed outside Ireland by the . 

a position to say what proportion ol tins capmai 

* Complete statistics are not available before ^ the following sources ; 

tTheigtues utilised in tie f “ (a) fiojn 1900 to 

1840 to 1883, Dr. Hmeook^s letous ; W 

1913, tbe returns of the Department of Agriculture and lecnn 
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Irish Banks. We have already referred in the mtroductory portion of our Report to the 
beneficial methods by which modem banking institutions transform into the shape of 
credit a large number of small deposits tlie greater portion of which would not other- 
wise have been utilised productively. _ . 

The whole question is a complex one ; we think it well, however, to point out that 
erroneous conolusioi'^ in opposite directions as to the economic condition of Ireland are 
at times based upon the figures of the Joint Stock Bank deposits. After all necessary 
allowances have been made for indebtedness on the contra side of the account, and for 
other factors in the situation, the gratifying fact remains that the rapidly increasing 
deposits in the Joint Stock Banks, taken in conjunction with a steady increase in 
the Post-Office Savings Bank deposits, are undoubtedly to a large extent an indication 
of the growing economic prosperity of the country, a progress of which your Committee 
have received much welcome confirmatory proof during their sittings. 


Seasoml Changes m Bank deposits. 

50 All examination of the figures of the Irish Joint Stock Bank deposits for the last 
twenty vears shows that only in two years (1901 and 1905) of this period have these 
deposits' on the 31st December shown a decrease as compared with the corresponding 
figures for the previous year. On the other hand, it is of interest to note that if the figures 
for the 30th June are compared with those for the preceding 31st December a decrease has 
been showm in thirteen of the last twenty years. This has been referred to as an illustration 
of the seasonal nature of the agricultural industry, the farmer’s receipts mainly coming 
in during the autumn months, enabling him to make deposits in the Banks ; while his 
expenditure is heaviest during the spring months, necessitating during that season 
a withdrawal of deposits to meet the cost of purchase of seeds, manures, &c. Banking 
returns in general, apart from agricultural business, often show similar seasonal 
fluctuations. 

Savings Bank as contrasted with Joint Stock Bank Deposits. 

51. The observations which we have made in regard to the complex banking questions 
connected with the Joint Stock Bank deposits are not applicable to the deposits 
in the Post Office and Trustee Savings Banks, which definitely represent actual deposits 
of cash, with no contra account for indebtedness. In the next section of our Report we 
shall deal with these large deposits and the desirability of utilising a portion of them 
for the development of agricultural credit in Ireland, instead of allowing them to be almost 
totally lost to the comitry by transfer to England for investment in Government securities. 

Irish Joixt Stock Banks and the Small Farmer. 

62. From the facts which we have indicated in bare outline it is evident that the Joint 
Stock Banks occupy a very important place in the industrial and agricultural economy 
of this count^}^ The steady increase in the business transacted and in the deposits received 
by them, together with the large extension of their branches, furnish ample proof of this. 
In view of the importance and wide expansion of the Joint Stock Banking system, 
and its unchallenged position as the main soui'ce of credit for the population, your Com- 
mittee naturally considered it essential that they should devote very special attention 
to the question as to how far this system at present meets, or could be adapted to meet 
still further, the special needs oi the small farmers requiring credit and capital for the 
proper stocking and working of their holdings. 

At our sittings in the Provinces we had numerous wituesses before us who repre- 
sented the class of small farmers, many of whom had recently become owners of their holdings 
under the Land Acts. Numerous witnesses who appeared in their capacity as officials or 
membei-s of Credit Societies, &c., were also of the farming class. We obtained, there- 
fore, much valuable first-hand information as to the personal dealings of small farmers 
wnth the Joint Stock Banks, the terms on which advances could be obtained by them 
or their friends, the suitability of such terms to their particular requirements, the 
attendant expenses incurred in connection with the obtaining of sureties, the loss of 
time often entailed on both borrower and sureties, and many other useful particulars. 


Invitation to Banks to furnish exndence to Committee. 

53. Not only did we make every efiort to obtain this first-hand and reliable information 
from farmer’s who could speak from personal knowledge of their dealings with the Joint 
Stock Banks, but we also were anxious to obtain evidence from the point of view of the 
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Banks themselves. At the commencement, therefore, of oui sittings we frumshed each 
of the Banks at their Head Offices with a memorandum setting forth the general scx>pe 
of our Inquiry and indicating *some of the aspecte of the subject upon which the Co mmi ttee 
would be glad to receive any available information which the Banks might be in a position 
to give. We invited them to be good enough to furnish written statements, and also to 
nominate one or more representatives to give evidence before us. Oiu: invitation concluded 
as follows : — 

" The Committee are, of course, aware that much of the information on the above matter's in the 
possession of the Banks is of a confidential nature, and could not properly be given in detail to the Com- 
mittee It is hoped, however, that without entering into specific details in regard to persons and places, 

\rhere such course would be undesirable, the Bank may be able to furnish sufficient information in regard 
to the general principles underlying its dealings with agricultural credit as to be of much assistance to 
the Committee in their inciuiry into a subject which so vitally affects the economic progress of the country. 

54. In response most of the Banks sent short written statement, which will be 
found reproduced in the Appendices to the Minutes of evidence.* It will be seen that the 
substance of them is that, in the opinion of the Banks, the existing banking facilities are 
quite adequate for all reasonable requirement of rural credit in Ireland. _ We much 
regret that all but two of the Banks were unable to see their way to assist the work 
of our Inquiry by nominating a witness to give verbal evidence before us, especially as we 
had made it quite clear that no efiort would be made to obtain any information which 
a Bank could not reasonably be expected to furnish. We were glad, however, to 
have the assistance given to rw by the O’Conor Don (Director of the Bank of Ireland) 
as a witness ; and also the valuable evidence kindly supplied by oui colleague. Dr. Kyle 
Knox, late Chairman of the Northern Banking Company, who has had such a long and 
responsible experience in every phase of Joint Stock Banking. 

Summary of distinctive feaiures of rural credit. 

55 In dealing with the important question as to how far the Irish Joint Stock Banks 
meet the credit needs of the farmers of the country, it is necessary to bear m n^d the 
essential characteristics of any satisfactory system of rural credito-featores which are 
now practicaUy universally admitted by all authorities on the subject. It will be 
convenient here briefly to summarise them 

(a) A farmer usually requires a loan for a fairly long period before the advance can be repaid horn See paras. 19, 20. 
the returns obtained by the outlay. Nature herself has fcsed these limits ; whereas the manufactoei 
S bSss man Srto a certain exint, alter his periods of production, or turn over his stock more quickly 
S a™ inSircredit reqmxemert,. I» afdition, .the lo.ne .feq„,,.d hy email and medium ia.mev. 
are, as a rule, smaller in size than the average commercial or business loan. 

(M The .-etutus in agiienltuie a» mainly eeaeonal, and do not, like moot oomme.ci.l and bneineee Soepma. 21. 
receipts, continue to flow in. regularly at all periods of the year. 

fcl Acrioulture is a calling Uable to peculiar risks, both as reg^^ crops and Eve stock, h°in such Seepara.2i. 
causes as disease weather, &c.7 over which the farmer has no control. Hence its products furnish a moie 
"tal^tSylor kL’e than the ee.nrity which can be ofiered .n the commetm.l and hnemese world. 

Id) The difficulties of keeping exact business accounts in farming are considerable. This is a distinct « I* 

disadvantage in dealing with commercial bankmg institutions. 

m In a^cnltoe it a 

merchants, shopkeepers, &c., residing in close proximity to the Banks. 

The Credit requirements of the small Irish Farmer. 

56. We piopose now to consider, in the Hglit of the .“Y^en^e reoe^ how far 

these admitted Siffieulties in adapting ordinary BaAs Tn 

stances of agrionltme hawe been oYereome by f ® fS ImaU termer in Ireland 

witnesses have made it clear to ns that the chief objects “ mamires feeding 

nsnally finds it necessary to obtain credit that 

stnfis, five stock, agricultural to cr& 

^rierth^^Shs i, . comp a ra tiv ely littl e 

•Appendix 1 to Minutes of Evidence. 
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use to liim A period of six moutta may, in fact, be taken as the minimum term for whioh 
Te matoty tf Lns in connection with rural credit are recimied. Should the advance ■ 

he needed ioT the purchase of live stock or of farm implements, a year, and frequently a 
toof several yearn, would be the shortest period admitting of repayment of the principal . 
S “he lor^rinterest, and with a profit to the borrower, from the returns gained by 

such ouUay^ be, however, for permanent improvements to the land, such as 

drain^ to tle term of the loan must naturally be still longer. In such a case, repayment . 
of the Idvance by instalments, spread over a senes of years on the siAmg fund pnnciple, , 

is atoSy th; most advantageous method to adopt. The question of these long ; 

teriJi” loans’^ (i.e., loans for a series of years) difiers m several important respects (simh as ., 
tte nature of tb.e security required, the object of the loan, and the method of repayment) . 

for six or twdve months required by farmers for curmnt - 
expenditure. It^ has accordingly been necessary to deal with long term credit in a , 

°®^”TOinhrporiXofS°,’twelve, or eighteen months is long in 

usual three or fohr months’ period for business loans, we have found it oonvement to co^ne ■ 
our use of the special designation “ long term ” loans to advances extending over at least s 
two or more years. i 

Joint Stock Banks must, as a general ride, deal in short term Loans. j 

57 We have already referred to the fact that the existing Joint Stock Banking system 
of all countries have been evolved mainly to meet the teqiuiemcnts of the commercial and 
business classes, and not of agiioulture. Agrionlture must of necessity take » 
place in the calculations of those responsible for the control of these banking mstituto^^^^^ 
TUs statement cannot, we think, be controverted The Irish Joint Stock Bank . much 
as they have undoubtedly done to adapt themelves to the 

farming class, are no exception to the general rule. They, hke all other Joint Stock Ba^ts, 
must, naturally and lightly, aim at making fan profits for their 

entails a comparatively rapid turnover of their £unds.--a principle which must sfrongly 
militate against the possibiKty of these institutions malung 

loans for any but comparatively short periods. Another important factor, toning hkemse 
in the same^direction. IS that the Joint Stock Ban^ks hold rnost of their deposits at call OT 
at very short notice. The very nature of their business, therefore, prevents them tying 
up their funds for periods of any considerable len^h. .t,.. 

Also, to retain effective supervision over borrowers, and to ^atd against the 
incurring of bad debts, it is essential that loans should not as a rule be made by these 
Banks for prolonged periods. 

Usmd loan from a Bank is for a period of three or four months, with renewals m 
approved cases. 

68. For the above reasons, these Banks insist upon their 
made for a period of only three or four months. We have been informed that in jime 
cases the period for which loans are disooimted by them exceeds four months, And m 
Sceptional cases is extended to eight or even twelve months as a ^ the 

statements furnished us by the Banks, printed m Appendices).’* But ’mdoubteiy 
usual period is three or four months, with renewals m approved cases. It is clear &om the 
evidence we have received that the Irish Banks, in spite of keen competition amongst them- 
selves, and of their desire to adapt their organisation and methods as far as possible to the 
needs of the small farmers in this country— a large clientele— find that these short terms 
for loans must, as a rule, be adhered to. We have had ample proof that such loans at a 
reasonable rate of interest, are readily obtained by Irish farmers, provided always that 
sureties satisfactory to the Bank are forthcoming. 

69 It is, however, the renewals of loans, with the frequent expenses and loss of 
time to both borrower and sureties, which, coupled with the initial simi^^ar expense incimed 
in procuring the loan, render the system so expensive to the smaU borrower and so 
troublesome to the Banks. These disadvantages are particularly apparent m the case 
of loans of a comparatively small amount, say of £10 and under, the rate of 
being relatively higher in such cases, while, the administrative expenses to the Bant m 
recording and dealing with these trifling loans are as great as m the case 
commercial and business transactions. We have had evidence which would te , a 
that most of the loans of £10 and under made by the Irish Joint Stock Banks are advan 

to farmers, and not to business men or trades men. 

•Appendix 1 to Minutes of Evidence, 
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Advances hy overdraft on current accoun*. 

60 From tte statements furnislied to us by the Banks, it appears tkat where the Ur- Knox, 8cs7*. 
'rfumstances oi the borrower and the nature of the loan admit of it, the practice has 
Soreased in recent years of making advances to farmers by way of overdraft, secured by 
fttantee or otherwise. It is evident, however, that this method (somewhat similar to ® 

Scotch cash credit) is not usual in the case of smaller farmers, and it was seldom 
referred to by any of the witnesses who appeared before us. 


The Irish Joint Stock Banks and the large farmer. 

61. We do not think that the more substantial farmers find, as a rule, much difficulty 
in obtaining from Joint Stock Banks the advances which they, incommon with small farmers, 
often stand in need of. But there is no doubt that even these larger men are at some 
disadvantage as compared with traders and commercial houses in dealing with the Banks, 
owing to the nature of the main security they have to oSer, and other drawbacks inherent 
to the agricultural industry. We believe that, on the whole, they are in a position 
to make fairly satisfactory arrangements for the supply of their credit needs ; although 
we do not wish it to be inferred that, in our opinion, no improvements in the system for 
ttiP aunnlv of capital for their use could, with benefit, be made. A comparison, for instance, 
ef the difficulties attached to the offering of land in Ireland as a security for loans, with 
the excellently organised system of Land Mortgage Credit Associations and Joint 
‘Stock Mortgage Banks in Germany, will show how ffir behind that country Ireland at 
T^Tftsent is in this important sphere of agricultural credit. This asp^t of the question will pai.og. S 37 . 53 . 
be dealt with in the section of our Report treating of Mortgage Credit and Long Term 
Loans. 

Small Loam expensive to borroioers and unprofitable to Banks. 

6‘2 Your Committee’s Inquiiy was chiefly concerned with the condition of the small 
,4 farmers and in regard to this important class the weight of the evidence 

from all parts of the country conclusively shows that the present metho^ of obtaining 
fZn WsTom Jomt Stock Banks aie, as a lule, unduly expensive to tke boiuower-even 
J. 1 , V i-Vio ar-tnal rate of interest charged may be moderate — and that these small 
trSctions are at the same time- troublesome and unprofitable to the Banks themselves. 

In his interesting evidence on this point our colleague. Dr. Kyle Knox, put the matter 
clearly. He said : — . . * 

» nnk and Promissory Notes are cliscoauted for ridiculously small amounts. The mimmuiu discomt S8 .a ct 
is s sMta. ofle» Tke/are, oi come, unp.ofitoUe , they |0 the procets of entaes mfte 

boob, the rnTteoSkMme" brakesB Skin over by Credit Societies, and they 

Banks would be glad Societies to enable them to do so. . 

;r it doe's not pay a Bank, to go after a man with a £2 Bdl if bo does not 

turn up to pay it. ^ profitable I— A. Nothing under £5, and 

Bdk »^t telti^^ 

. m.n borrowing £3 Wd come W no .t^ there »e 336 in one br.nch; 

thrie binneheB of the Northern Emk ^ ^ fom £6 to £10 »t the three 

Z.d.c,“tirtherBillB mutt be A*. SiTS 

unde, .nms of £5 and £10 ■ ‘ 

at 3 bianohes , 169 j„i„, St„k Banks would be really hotter off withoirt that btMlne.s ? 

_d, i*thSk7e°wiEse tasiness over them, but they ai-e disagreeable and rmpleas.mt. 

63 In dealina witk the question of smaU loans advanced to faimm hy the Joint 
Stock Banks, the O’Conor D» (— „„„„ 

“ Of course it is a bit pYTtenae. You cannot expect as a conimercial traus- 

to send notices that entail labour, and c l 7 ^ f.j^y almost 

action to get them at Bank of England rates • • ^ amount for agiicultnval purposes 

aU the Bills of £10 and under wiU be agiicultiirai , out vno 

in addition to that.” i i r i j 

Advances of £10 and under nmde by Bank of bdard. 

64. WeareindehtedtotheO'ConorDon^ 

showing the numhel of advances of £1 that exclusive of the advances made 

to Mimrtes of Evidence. j, 
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made by its other Branches were advanced to farmers. Ten per cent, of this amount 
was lent in sums of £10 or under. We have had evidence leading us to think that 
the Bank of Ireland has in recent years done as much as, if not more than, any of the 
other Irish Joint Stock Banks to cater for the needs of the small rural classes ; yet it will 
be seen that, even after the advances made by this Bank in the three cities named have 
been excluded (advances which presumably were mainly concerned with trade and 
commerce), only one-fourth of the loans made by the other Branches were advanced to 
farmers. Of these agricultural loans, again, only one-tenth were in sums of £10 and under. 
Even in the twelve selected Branches referred to, the proportion of advances of £lo 
and under averaged only 16 per cent., and only in one case did it exceed 30 per cent., of 
the total advances to farmers made by these Branches. We may fairly assume that if 
similar figures were obtained from the other Joint Stock Banlcs, the proportion of agri- 
cultural loans to the total advances made by these Banks would not, on the whole, be 
any greater nor would the proportionate number of small loans of £10 and under be 
likely, we think, to exceed the figures furnished us by the Bank of Ireland. 


65. We should add that, unlike Dr. Kyle Knox, the O’Conor Don was not of opinion 
that it would pay the Banks to cease advancing these small loans. He said 


I do not think, as a whole, it would pay the Bank to get I'id of this small business bodily, and hand 
nor do I think that the small Societies would ti-eat their customer-s better 


it over to the small ^deties 
than we do.” 


See paras. 83, 
87, 285, 478-503. 


We can hardly think that, in making this statement, the witness took fully 
into account the many advantages which a local Credit Society offers to small rurd 
borrower, inclu<hng the longer term allowed for repayment, the absence of renewals, and 
the great convemence of having credit facilities at their own doors, thus doing away with 
the necessity for the making of a journey to the nearest Joint Stock Bank, with the accom- 
panying e:^ense and loss of time incurred by both borrower and sureties (save where 
these would, m any event, have been attending a market or fair in the town). We shall 
later on refer m fuller detail to the various advantages of local Credit Societies in the 


n«T. I'r. 
Kelly, 3014. 

H. lioraii, 471)4-5. 
•J. B. Caiuplip]], 
l(i4!18. 

ri. FiUmiT, J2I2n. 
T. A. Cobbe, 

17231. 

0. Jii-MU, 5151, 
-UM. 

■I. O'Brien, 5414. 
Vei'j- Rev. Ca)ion 
O’Li'iiry, 5793. 

-I. MeCl^cv. 8903, 
liev, .T. R. “ 
•Maguire. 14477, 


The Bate op Interest Charged by the Banks. 

_ 66. It seems probable that the O’Conor Don, in expressing the opinion that Credit 
Societies would not treat their customers better than the Joint Stock Banks, meant to 
refer mamiy to the rate of interest charged. In regard to this point, the evidence we have 
heard proves, we think, that m the great majority of cases the Banks could hardly be 
expected, as a business proposition, to make lower charges on their advances in the case 
of small loans than they now do, although exceptional instances of rather high rates on 
such loans were brought imder our notice during the Inquiry. Some witnesses have in- 
formed us that a Branch Bank has made a minimum charge of 2s. 6d. for a loan for a 
period of 4 months. In the case of a loan of £5, this reckoned as interest would mean a 
rate of per cent, per annum, but when deducted by the Bank in advance as discount 
the rate paid by the borrower is, of course, somewhat higher. On a £3 loan this charge 
would be equivalent to 12j per cent, per annum, even if not deducted in advance 
Evidence was also given to us of a direct rate of 10 per cent, being charged by Joint Stock 
Banks on small loans, but we are of opimon that such cases are now rather exceptional. 

Extracts from Statements furnished to the Committee by the Banks. 

1 Tie Memoranda finished by the Joint Stock Banka in reply to the Committee’s 

Ml™ *ie Appendices,* and need not, therefore, be given here in 

full The following extracts, however, including the mote important portions of these 
statements, may with advantage be quoted here. 

Bank op Ireland. 

68. The Bani: of Ireland state in their Memorandum : — 

T advances to favmei-s— both large and small holders— graziers cattle dealers 

of carrying on the agricultural industry of the countfy. It is the practic^ 

ot the Hank -and one not i-estncted to any particular district-to grant to small holders reasoLble 

a“) pTtiTZmgfXX''" 

securitv^nf the hifilmi!’ £HX^for agricultural purposes— are made on the personal 

security of the honower and one or more sureties, larger amounte are also frequently granted on personal 


*See Appendix 1 to Minutes of Evidence. 
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security oaly, but in many c^es such advances are collaterally secured by a charge on the borro'wei's’ 
interest in his land. Loans vary from £3 and sometimes under, up to £400 to £500, and are granted 
for periods of three or four months, with an understanding for renewals with reductions during the Bank’s 
pleasui'e, and the rates generally charged on these transactions vary from 5 per cent, to 6 per cent, per 
annum. 

“ The general results as regards repayment of Loans ai’e as a rule satisfactory ; in some cases the 
parties are slow in reducing, and in other cases when the accommodation is reduced or ptud, it is frequently 
required and availed of again after a short interval. Loans to the farming community are granted inter 
alia for the following puraoses, viz. : — to assist in the purchase of farms ; to stock or work the farms ; 
to erect buildings, pay on charges, aud facilitate family aiTaimements ; to provide agricultural machineri' 
and implements, and for immoving the lands generally. The Bank has met the requirements of the 
new holders imder the Land Purchase Acts as freely aud fully as possible, ha\'ing in view the limitation 
imposed by the Land Purchase Act of 1903. 

“ The system of Auctioueering busijress, which varies in different localities, largely comprises the 
discountiug of Bills drawn against sales of stock and agricultural produce, grazing and other lettings, 
and sales of tenants’ interests in their land. As a general rule the experieuce of the Bank has been that 
when conducted within legitimate lines, it has proved satisfactory.” 

Ulster Bank. 

69. Th,e Ulster Bank state tliat the advances to farmers made by that institution 

“ Amount to several hrmdred thousand pounds, the largest proportion being for the purchase and 
stocking of farms ; the next largest for advances on Bills of £10 and under ; and the next largest on 
Auction BUls. 

“ The security given is usually a mortgage ou a farm, or one or more good names on a bill ; the 
cirrrency of such bills is usually thi'ee or four but sometimes six months, and not unfrequently followed by 
renewals, and the customary charge is the current rate from time to time on overdrafts to trade errstomers. 

“ Speaking generally we may say that we have had no difficulty hr meeting applications for all these 
pitrposes when satisfactory security has been offered and the prospect of repaymoul is not too remote.’' 


Northern Bank. 

70. The Northern Banking Gom/pany in theii memorandum write : — 

“ The nature of the security lequh'ed varies with the ckoumstances of the borrower, and may consist 
of tangible security in the shape of deeds, &c., or negotiable securities, personal security in shape 
of guarantees, or bills with one or more names. The majority of the loans would be under £100— loans 
from £3 to £30 perhaps predominating. But for special purposes and on large holihngs carrj-ing valuable 
stock, the advances run to much liigher figures. In fact where the object is legitimate, accommodation 
is freely granted, due regard beirig paid to the relative resom-ces of the borrower. Bates are usually 5 
to 6 per cent, unless in abnormal conditions of the money market, when higher rates prevail. 

“ The length of the term varies from one month upwards, but is very generally— in the interval 
between spring and harv^t, or the buying and marketing of stock— 6 to 8 months, or even a more extended 
term. 

“ In recent years it has become more the practice, where the circumstances of the borrower and the 
uatui-e of the loan admit of it, to make advances by way of overdraft secured by guarantee or otherwise, 
and the guarantee being a continuing security no renewal is necessary imless the guarantee is with(kawn, 
when a new aiTangement has to be made. Such overdrafts oi'e charged the same rate of interest as ordinary 
business accounts. In some cases bills from six to twelve months are lodged as collateral, and the pro- 
note of the principal for 3 to 4 months, i-enewable on his sole signature, is discounted to keep the bills witom 
the prescribed currency. But it is not usual to discount bills at a longer date than four months, and in 
such cases renewal at the end of the term may be necessary.” 


Belfast Bank. 

71. Belfast Bmking Go. point out that as their business is practically all 
carried on in Ulster, and in a few commercial centres outside it, 

“ The manufactui-ing and industiial portion of the Bank's business necessarily requires the \ery 
much larger use of capital than agricultural enterprises call for. 

•• We, however, approximate that this bank has. out of a total lendu^s of fom ^ud arhalf Dullioii 
pounds sterling a sum of upwards of half a milhon pounds sterlmg lent m agricultural cr"-dit, oa . 
Et L.S to .SBist, .B at pottiMc con»st..t « h f '“X 

No reasonable application for financial assistance on the part of comparatively small holdeis coming 
within our sphere of activity is, when 'sufficiently secured, refused. 

" The individual Apioultatal Bflis at oiu- pniely comitey branches average about £9 cadi-the Bills 
are very numerous, and very many of them arc drawn for sums as low as ta eacn. 

“ Agricultural advances are almost invariably made on bills bearing thau the 

those of country shop-keepers or_ neighbom;^ ebXara^^^^^ 

borrower, but who take an mterestmhim and his weU-bemg. ^ ^ue date, but are often renewed 

and sometimes for six months, according to the incidence of the riesned auc u . 

either in whole or in part. JD 2 
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“ We do not limit the cuin’ency of Farmera’ Bills to fonc mouths, as although that is the usual period, 
we also discomt them for periods extending to twelve months as a maximum, in the endeavour to make 
the period suit the convenience of the party who, by the sale of produce or otherwise, has to make pro- 
vision for the due payment of the obligation. In cases where accommodation on a current banking account 
IS more convenient to farmers, the advances are made in that form, the time of repayment settled by 
mutual arrangement, the rate of interest chai-ged being at the overdrawn account rate, calculated on the 
actual balance as due from day to day, no £fierence being made between commercial and aorieultural 
accounts. ° 

The usual rate chai-ged on these bills is the published over^awn account rate of the day beiny 
the same sw as is charged on the overdrawn accoimts of all Mercantile and Tradir^ concerns, large or 
^aU. Ihis rate woiud average from 6 to 6 per cent, per annum in accordance with the rate of the Money 


“No special enquiry is made as to the nature or object of the loans, but our Managers, in the necessary 
discharge of their duties when in conversation witQi their clients, keep themselves convei'sant with the 
surrounding circumstances which invariably point to the money being required for some legitimate farming 
purpose. ® 


Auc^on Bills generally of 10 or 12 months cuiTency are to a considerable extent discounted, but 
we make the personality and financial position of the Auctioneer a most important factor in these trans 
aofaons because our managers have not in these cases the knowledge of the other parties to the Bill same 
as they have under the conditions mentioned above. In principle we do not think this is a class of business 
that should be encouraged. . ... aw ui. ouamess 

• f. ii l^eheve that any help to a^ic^tural interests intended to be prudently given on business lines 
is ful y_ met by the preset system of this and every other- Irish Bank. So far as we have been Jk to 
ascertam, aU the L-ish Banks take the same favourable and sympathetic view, as to the necessity of 


Mitnster and Leinster Bank. 

72. In their communication to youiCommittee the Munster and Leinster Bank say 

. Loans to farmers are made both in the form of promissory notes and overdi'afts on cui-rent accomitR 

secm-ity, and the amount and dmation of the loan. ^ money, to the character of the 

to agricultural borrowers are 

adva;S:o“Vap?e:^^^^^ ^-ces on 


Provincial Bank. 


National Bank. 

74. The National Bank intimate that their Board 

cultuml inteieatB. more eBpeciallv i, tho ‘ il»eli with agri 

iiKluBUy, M„l, hi means ^4 fosteimg the prospm:ity of the faiZg 

to give, aU ncceshaiT fiuanciS Saneo ^oWl?' w “ S"™!. s»4 will contime ieadil| 

to „d impt„o theJ. 

bettm- ^tpeZe^Zhlplrtr. Si tZiattS 
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Hibernian Bank. 

75. The reply of the Hibernian Bank, is confined to an expression of the opinion that 

" This Baak has always afforded suitable accommodation to landholders in the distdcts served by 
the branches of the Bank, and has met, and is at all times prepared to meet, the reasonable needs of small 
holders requii-ing loans of comparatively small amount. My Directors regret they do not see their way 
to enter further into the details set forth in yom- Memorandum ; and in these circumstances they do not 
propose to forward you any written statement or nominate a representative to give oval evidence before 
your Committee on the snbjects indicated.” 

Credit needs of Small Farmers and Agricultural Labourers not met by Banks. 

76. Taking into account the difficulties attached to rural as compared with commercial 
credit, the Irish Joint Stock Banks have, on the wtole, as banking institutions, gone we 
believe, almost as far as can reasonabiybe expected in their efforts to meet the requirements 
of the small farmers of the country ; and have, indeed, in some cases, undertaken what 
is to them unprofitable business in the advancing of small loans to the rural classes. In 
spite of this fact the weight of the evidence received by your Committee at their sittings 
in all parts of Ireland distinctly proves that — as might have been anticipated from the 
•experience of similar banking institutions in other coimtries — the Irish Joint Stock Banks 
have not entirely succeeded in overcoming the peculiar difficulties attached to the furnishing 
of credit to small cultivators of the soil.* The supply of credit to agricultural labourers, 
moreover, has been practically untouched by them, for obvious reasons j since the obstacles 

which tend to prevent the ordinary Banks dealing with small farmers exist in a .much Paras. 503 .o 03 d. 
greater degree in the case of agricultural labourers, who have less tangible security to 
offer and more difficulty in finffing suitable sureties. 


The Obtaining op Suitable Sureties by Small Farmers. 

77. The diffi<iulty which a small agriculturist often experiences in finding one or two 
sureties satisfactory to the Joint Stock Bank is one which was mentioned by numerous 
witnesses. It is clear that, as a general rule, the Banks require that the sureties should 
be men of some substance who are known to the Bank or are depositors there. This latter 
quahfication is a very convenient one from the Bank’s point of view, as in case of default 
in repayment by the borrower, the Bank can draw upon the deposit of the surety. Safe- 
guards of this sort are natural, and indeed inevitable, when the lending institution is not 
in close touch with the circumstances of the borrower ; but it is evident that a small 
farmer must find much more difficulty in supplying suitable sureties than a tradesman 
01 merchant residing in the town, who, with his sureties, is as a rule personally known 
to the Bank Manager. We do not lose sight of the fact that after a time the manager of 
a Branch Bank in a country district gradually gains a considerable acquaintance with the 
circumstances, character, and business capacity of the farmers in the immediate neighbour- 
hood, which is of much assistance to him in dealing with applications for advances. But 
nevertheless the rural borrower living at any (hstance from the Bank is undoubtedly 
at a considerable disadvantage as compared with dwellers in the towns. 


Some extracts from the evidence in regard to guestion of sureties. 

78. At our sittings in all parts of the country wtnesses laid special stress upon the 
various difficulties connected with the obtaini^ of suitable sureties by small farmers. 
We quote here a few typical extracts from this evidence. 


A farmer who was nominated by the County Clare Committee of Agriculture as a 
witness said : — 

“ I think it would he a great boon to small faioiers if they could get money on easier terms than at 

me the terine et presci.t ! A. They very torn 8 to 10 pel cent, per cent, for small 
and are borrowers have to get aecmities, and that is ycry erpensi'm. They have to get two or time or 
fern people to secnie them for a loan in the Joint Stock Banfa. They have to hrmg these mto town 
tteat them, and give them free days, and in fact have to be always under then thnmh. BO to speak, .h.le 
the loan lasts. 


- To this day, indeed, all olaares of agrionltorist, from the highest to ‘'‘l'™*’, 
disadvantage heeanse there ate no better provisions made for supplying them with the honbu, aceominoda Ion 

erclnsivel, agricnltnial country, if the ordinary banks did not o.ter for 

their doors. But the ordinary Banks are not constituted in a maimer to ippy pe . 

for a peasant proprietary.” 
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Q. And you say tlic boiTower sometimes lequii-ea tirec or four securities 1 A. Yes 

Q. That is a very costly proceeding ? A. Yes. 

Q And there is a good deal of loss of time also ? A. There is. 

Q- Now, as regards the financial standing of the securities, what docs the Bank require? A a • 

rule the Banks Imow the standing of the people around the district, and they require neont 
certam standing that are safe before they lend on their security. -i P opie of a 

^ ^ usually given ? A. They give it for a Ions time if it • i 
renewed. They are not very pressing. The loan is given for three months, and is then renewed a 
the expense grows every tune it is renewed. ” ^ ■ 

faimei, when asked how the small farmers in his district obtained capital, i 

■b''*? The better class farmer has Tcty little difficrilty in getting money in tl, ' 

local Bank but the poorer farmer must get the better class man to go security, and his pride ore?,* 
hnu domg that, and too many may he aslcmg the big man to go as security. ' Often the smaler 
wotdd have to gel three or four securities in order to get a loan at the Jomt Stock Bank It i. 
unusual to have four securities foi a sum of £6. ' ^ 

e_ All that inyolyce inconyenimco and expense, both for the Bank and the boviolvet 1 A Y« 
are seoSk».®°"“^ * *° “ «“““»* «ght or ten miles S 

A. That is veny- costly 1 A. Yes. 

$. And there is a great loss of time to the borrower and his securities ? A. Yes and exnenae tn 

t provide ae sL^Ss Stacti 

me journey will be eighteen or nineteen miles before they get home fi'om the Bank.” 

FuHh£T evidence as to difficulties connected loith obtaining of suraies. 

^ sittings in Westport, Rev. Jeremiah O’Toole, p.p., of Kalmena who has 
taken much interest in the question of rural credit for small farmers, stated 

the Joint Stock Banks are pretty free in giving money to the people but here is wlmt 
He will' bflteT^ will want a loan of ^ree pounds or four pounds. The interest is deducted immediately 
5® rS ^ expenses of his seoimties every three months, when he goes to the Bank to hare 

Q. Has he to bring in the two securities to renew the bill ? A Yea If he .yetR <?<% fnv 
lenewed, and the same tiling takes place, so that at tile end of twelve months veiy little of the £S is left ” 
for 

the rSclealliteS St. SstSlT “““ ’ '■*“ 

Q. Then the busmeas of the country must be greatly handicapped ? A. I believe it is.” 

Ca™nC„tmteTr4StU stted:l‘'“ “ =* by ‘iP County 

I think the. jg'eat drewback with regard to the loans fipm the Joint Stock Banks fr. =,r, ii 
farmers is that the Banks do not know them, and they must have a depositor in the Bmik ofanTn . n ^ 
of solvent means to secure them, before they get an advance That meaiiR fhai -> i, ’ ^ some person 
to bring perhaps, two secnriti.s with him, aUlh“enlIra lot IrelZs” ‘"'™“ b"' 

y. lie has to compensate thess men everv time they go with him to the Bank ? ti,q+ t 

»VtUra:ToaL'cr.%-;.“"tL'’ttr?5"rs“^ 

from Oavan which m onr town for business of that sort. Ld the managers of tie Banks do noT K "ir 

cent.®' ‘b' “P'”-'” “ng the interest up to 15 p.r 

tnraftreffi teirwlere” K eltSsS Tf 11 ^ 0^1 fjr/ 

useful pm-poses iuLmucl. ai he has notto go i„I th?to,.i ^ndT“ t ''k" wants to borrow for 
they kifow*^ all about his tan y!i„. The a!!Tis dollZc£ He SL™, ““ ‘"i 

beyond the interest charged on the loan.” ^ “ expenditure 
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82. We could easily multiply illustrations of this nature from tlie evidence of 
witnesses who were in a position to speak from practical experience of the relations of the 
Joint Stock Banks to small farmers. We shall, however, conclude our quotations regarding 
this particular aspect of the subject with the following extract from the evidence given 
by Rev. J. R. Maguire, c.c., of Garrison, Co. Fermanagh, at our Strabane sittings, who 
spoke from personal knowledge of the economic condition of the western side of that county, 
where the valuation of the holdings averages £7, and the land is mostly poor in quality : — 

“ Q. You state iu youv syjiopsis of evidence that the Joint Stock Banks do not fully meet the needs 14477. 
oE the locality ? A. They do not, especially in our locality, where we are seven miles fi-om the nearest 
Joint Stock Bank. The Joint Stock Banks requii-e very safe security, as far as I can see. Supposing a 
man wanted a larger sum than our Society could give, and I recommended him to the Joint Stock Bank, 
they would give it. The rate of interest for small loans is very high— from 7 to 10 per cent. I think. 

By the time a farmer goes seven miles and brings two securities with him. and gets the loan for three 
mon^H and renews it, it is practically useless to him."’ 

Difference betwem tlie sureties required by a Bank and by a Credit Society. 

83. Several witnesses, on the other hand, informed us that any farmer worthy of a Host Rev. Dr. 
loan could easily obtain one from the Joint Stock Banks, but these witnesses visually 

added a proviso to the effect that all borrowers must be able to furnish the Bank iii- 2 iii', 

with satisfactory sureties. This is naturally a sine qua non for the obtaining of a loan, etc, 

not merely from a Joint Stock Bank, but from any properly organised lending institution, 

including Co-operative Credit Societies, which., as will be seen later in our Report, 

insist upon their borrowers furnishing securities. But the security required by a Joint 

Stock Bank must of necessity be of a different nature from that which would satisfy a 

Credit Society. The Committee of the latter are, from the constitution of the Society, 

well acquainted with the circumstances and character of all the members — and members 

alone can obtain advances from the Society’s funds. A deserving borrower, therefore, 

has little difficulty in obtaining neigjibours of his own class who will agree to act as his 

sureties, nor has he to go far from his home to find them. It is quite different with the 

Joint Stock Banks, for these institutions, in the absence of close touch with the small 

farmers living at some distance, must rightly, and as a piare matter of business, insist in 

most cases that the sureties are men of some substance, or depositors in the Bank, or 

otherwise known to the manager. 


Expense, loss of time^ and other drawbacks often connected with the obtaining of Loans by 
small Farmers from the Joint Stock Banlcs. 

84. On few points associated with the subject of our Inquiry was more frequent 
stress laid by witnesses in all parts of the country than on the trouble and expense 
connected with the obtaining of sureties, even for loans of comparatively trifling amomit. 

In addition to the difficulty often experienced by the borrowers in persuading reluctant 
sureties of a class satisfactory to the Joint Stock Bank to accompany them to the 
Bank, considerable time is often lost in travelling to and from the nearest town ; 
this loss falls not only upon the borrower, but upon his sureties, who, human nature 
being what it is, take care, as a rule, to exact some service in return at a later date. 

It is very frequently the custom for the small borrower to repay his obligation to a surety by 

giving his free services for a day or longer on the farm of the latter, or by furnishing the ' 

grazing of an animal, or the loan of a horse, or by conferring some similar benefit. This '' 

state of affairs, in which the borrower in order to obtain the aid of even a small loan must 8113 . 4 . 

thus put himself imder obligation to a neighbour, seems to us highly un^tisfactory. As 

one witness phrased it, the borrower too often is virtually the “ slave of the surety until ^ Grevaf, 

the bill has been cleared off. . 

We have already quoted some extracts from the evidence, showing how the co J; of 
entertaining the sureties, and in many cases the expenses of rail and car fare for both 
borrower and sureties, add to the interest on the loan. We are convinced that the witnesses 
who informed us that these additional expenses often brought the cost of a small loan up 
to 15 or 20 per cent, (not including the expense of renewals) did not exaggerate the 
unsatisfactory position of affairs. It will be observed that few, if any, of these additional 
expenses are' incurred by a tradesman in a town, who may desire a lop of a simlar 
amount. Frequently, however the Banks endeavour to avoid the bnngmg in of the 
sureties at each renewal of a bilf. 


Adva/tUages of Credit Societies over Banks in respect of the hours for tramacting busimss. 

86. Another important respect in which the facilities 
Banks to rural borrowers compare unfavourably with these supphec y institirtions is 
Credit Societies is found in the hours during which the business of these institutions 
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conducted. The doors of the Bank are, as a rule, closed to customers at the hour of 3 p ni 
This arrangement sometimes necessitates not only the borrower but his sureties losing tie 
greater part of the best hours of the day, and temporarily deserting field operations 
at considerable inconevuience. In strildng contrast to this is the plan adopted almost 
universally by local Co-operative Credit Societies ; the Committee meets in the evenins 
for the transaction of business, at the close of the day’s work, so that neither the memb^ 
of the Committee, the borrower, nor his sureties, need be at any loss whatever in respect 
of time. The Secretary of the Ballyragget Credit Society informed us of the method 
adopted by that Society to obviate the trouble caused to borrowers by bringing of sureties 
from some distance to the office : — 


Here 18 aiiother gi-eat advanUge in oui- Societies. I witness all the signatures I can of the borrowers 
and securities, but, where there is a borrower coming in from the country, three or four miles away 
he mentions the names of lua seourities, he would be able to go to the Committee man living nearest to 
him and get securities to sign before him, and they need not come in at all to the office ; or Uiev come 
in to my private house in the country and sign and go home. . . Occasionally we give monev on one 
security when we know the party thoroughly well. . . , / wuo 

“ In some ca^s aga.in the Joint Stock Banks are miles away. Tliu borrowers come to us, and there 
are no eiqienses of securities. In the summei months they come in the evening fi-om 7 to 9 o’clock In 
the winter months they come from 6 to 8 o’clock in the evening, so that there is no time lost at all b 
coming to get a loan. That is a gi'eat advantage.” 


We are aware that a great deal of the business of obtaining loans from Banks by the 
rural classes is transacted on Market and Bair Days, when the borrower would in any case 
he visiting the town, Many of the hranohes ore, in fact, open only on such days, But 
even when every allowance has been made for this circumstance, the Joint Stock 
Ba^s necessarily contrast nnfavom'ably, not only in respect of the saving of travelling 
and other expenses, but also in regard to the important matter of economy of time to tbs 
borrower-espeoiaUy during the busy farming seasons of the year-with the faclKties 
afforded by local Co-operative Credit Societies. • 


A further undesirable factor too often present in the existing system is the tempta- 
tion for a borrower, who IS under a distinct obligation to his sureties, to spend a portion 
of the loan m various wasteful ways before leaving the town. The returns from ordinarv 
farming operations are not so great as to render it easy at any time for a small farmer 
frrvm 'I profit. lu addition to paying interest on borrowed capital ; but when apart 
from the interest charged by the Joint Stock Banks, the expenses referred to are also 
meurred. it ^y be assumed that m many cases the total profit obtained by the ex- 
penditure of the money borrowed is almost, if not entirely, eaten up. 


Limit to number of acceptable Sureties in a district. 

80. Another important point which was emphasised by some witnesses is that in 
many country districts the difficulty of procuring sureties satisfactory to the Joint Stock 
Banks causes a considerable demand for the services in this capacity of certain inffividuals 
ao^ptable to the Bank. Naturally, no matterhow substantial ^.rgood-natnied -a person 
Tt must after a time become giadnaUy exhausted 

formic? r consent to his acting as surety 

fra more than a liimted number of borrow'ers ; nor would the Bank accept him as surety 

toJrL'! A carefid manager of \ 

Branch Bank jould be bound, after a time, to intimate that until previous Bills for which 
this sraety had become responsible had been duly met. his signature could not be accented 
i“n^n™®‘‘^" mevitable limitation of "the credit of suitable snreWs eoSK 

from SeZXrS' tos 


Jomt Stock Banks, unlike Credit Societies, must earn dividends. 

■rf *>“™e in mind that while a Joint Stock Bank must aim 

Xerests f f bIJ “ ijareholders, a Ci-edit Society keeps mainly in view the 

nairXeXdXideX pay expenses, no Lideuds being 

iXnortlnt difeflnX atrictly hmited as to maximum amount. This constitutes an aU 
a d£enoe^ P™ciples on which the two organisations are founded, 

to aS tl e Xt Stock Banks 

Credit SooietieT. ^ ^ ^ '’o™'»ers as are readily furnished by Co-operative 
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Banks do not, as a rule, take into account the object for which an agricultural loan 
is required: 

88. Another aspect in which the credit the Joint Stock Banks can offer to 
small agriculturists appears disadvantageously in comparison with that supplied by a 
local Credit Society is that the Banks cannot, as a rule, take into account the purpose 
for which a loan is advanced by them to a farmer. The loan is generally made if the Bank 
is satisfied as to the general suitability of the borrower and of his sureties. The evidence 
received by us on this point is conclusive. The important educative influence exerted 
upon a borrower from a Credit Society, if the rules be adhered to, is thus generally 
lacking in transactions with a Bank. 

Dangers of facilities for credit without due safeguards for its -proper use. 

89. The frequent recourse which even industrious and deserving farmers in znany Pp. 5i.8i, 62 - 68 . 
parts of Ireland have to money^-lenders and “ trust-auctions” for the purpose of 

obtaining advances, shows an unwise, though often excusable, desire to obtain, on any 
terms, ready cash to tide them over immediate financial difficulties. We shall deal 
specifically in separate Sections of our Beport with various unsoimd and in many cases 
dangerous methods of obtaining credit; but we may state here our full agreement, in 
this sense, with several witnesses (as, for instance, the Most Rev. Dr. Kelly, Lord Bishop 3042 . 
of Ross) who informed us that in their opinion too many facilities at present existed for 
bor^o^ving on the part ■ of the Irish rural classes. We have already mtimated that we 
have had abundant proof during the course of our Inquiry of the great injury too Seepara. 3 . 
often done to borrowers where credit has been supplied without proper safeguards, both 
as to the purpose for which the loan is required, and the character and capacity of the 
borrower. 

Such essential safeguards can, in our opinion— and this view is strongly corroborated 
by the information we have obtained as to the experience of other countries— only 
adequately be supplied in the case of the small rural holder by the formation, on a well- 
organised basis, of local Credit Societies. Such Societies, instead of being competitors with 
the Joint Stock Banks, should, as is already the practice to some extent in Ireland 
and other countries, work in friendly co-operation with these larger Banking institutions, 
each conferring distinct benefits in their own separate spheres. 


Friendly relations between Irish J oint Stock Banks and Agricultural Credit Societies. 

90. When dealing with Co-operative Credit Societies we shall show how by 
means of the joint action and united security of small agriculturists the Societies are 
enabled to deal with the Joint Stock Banks on a commercial basis, and to obtain from the . 

latter the facility of overdrafts at a low rate of interest, which few, if any. of the 
individual members could hope to receive for themselves. The Banks in Ireland 
have shown their confidence in the Societies by aUowmg them to draw upon 
overdrafts at a very moderate rate of interest, in most cases at 4 per cent. We shai 
later on deal in detail with this question of overdrafts and their ntihty m the ^orb^ of 
Irish Credit Societies, In Great Britab, also, special arrangements have been recently See pam. 44u-i, 
made under which many of the Banks will permit their local Managers to become 
unpaid auditors and advisors of the Credit Societies ^lus friendly co-operato^ 
the two lending systems-^iovering, as we have shown different fields of 
he welcomed. We are confident that a continuation and extension of , 

Joint Stock Banks would he productive of much benefit in the rural economy of fr 

Mr. Reginald Murray, Manager of the Commercial Bank of 
member of the influential Committee which reported m 1903 "P™ 

Societies in India, writing in the Banker s Magazine for 19 ®, emph 

view that by the increase of these Credit Societies the ordinary Joint Stock BaAs are 
bound to derive benefit, both in the form of deposits and custom. In this opimon 
an eminent banlcer your Committee fuUy concur. 

The views ot Mr. 0. R. Bohson, Member of Indiiuie of Bankers. Bnghni. 

91. An interesting prize article upon “ 

written by Mr. 0. E. Hobson, m.a.. Associate “f observe that this Essay has 

appeared in the JoMrwai of that Ir^titute for Jmie, 1. .. j_aricuUural Credit 

been reprinted m Ml in the “ Prelimmmy Report Essay 

in Eur^e," published last year hy the State Department at Washington. y 


• See Scml, Deeuminl No. 967-1912, aid Som of 'Seprrsentat.r 


e JJocume?it No. 891 — 1912. 

K 
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presents in a concise and clear form the obstacles, viewed from a banker’s standpoint, 
•which prevent the Joint Stock Banks fulfilling the credit requirements of the small 
farmer. The follo'wing is an extract from the article : — 

“ It may appear surprising, at fii'st sight, that the Joint Stock Banking system which, in the course 
of the last eighty years, nas established itself so impregnably throughout the civilised world, should he 
deemed incapable of adapting itself to the needs of the small agricultuiists. That it has not succeeded 
in doing so adequately will probably be admitted. This fact is itself 'pfimajacie evidence that it is not 
fitted for such a task ; for, with the ever-increasing pressui-e of competition, so obvious a development 
of banking business would assuredly not have escaped notice had it been capable of successful exploitation. 
There is no need, however, to strain the point, since the reason lor this failing on the pait of the Joint 
Stock Bank is not far to seek, 

“ In point of fact, the agricultural Credit Bank does not -pay in the ordinary commercial sense of the 
word. The banking transactions of the class of men with whom it deals are on so small a scale that in 
any case it would be a matter of difficulty for a commercial enterprise to undertake them with success. 
Bub the crux of the situation lies in the fact that these small agriculturists have for the most part no 
security of the kind acceptable to a banket to ofier as cover for their loans. In the case of the small 
proprietor a mortgage of £is farm may, of coui'se, he available, though such a proceeding is in many cases 
too expensive and cumbersome ; but the tenant farmer has usually no collateral whatever to offer, save 
possibly the hypothecation of future crops or of cattle or plant. Neither expedient, though useful on 
occasion, is very desii'able, nor likely to find favour in the eyes of a banker. In the majority of cases, 
in fact, the lender will have little more substantial to rely on than the personal security of the borrower, 
supplemented, perhaps, by the guarantee of a friend or two not much better ofi financially than himself.” 

Mr. Hobson goes on to say : — 

“ It is evident, therefore, that the professionalbankei will be unable to auy large extent to accommodate 
this class of customer. His existing branches in the small towns are not so remunerative that he will 
easily be induced to establish numerous further offices in country villages ; while the supervision of loans, 
covered by the type of security we have described, is a task which would severely tax the powers of the 
most vigilant and capable of managei-s. 

“ Further, the periods for which loans will h-equentiy be required are much longer than that for which 
the Joint Stock Bank cares to part with its funM. Agricultural credit must in general be long-term 
credit. The farmer does not, as a rule, turn his money over nearly so rapidly as the manufactui'er or 
tradesman. For few agiicultural purposes is a loan tor less than six months of much use ; and whei-e 
it is required for the purchase of a fertiliser oi the erection of buildings, the nece^ryperiod may run into 
years. 

“ We may conclude then that the joint stock banking system, through no fault of its own, but owing 
to the inherent difficulries which the task involves, cannot hope to succeed in adapting iflself to the needs 
of the small agiicultmist.”* 

Tbe e-yidence we have received confirms to the full the views expressed in tbe above 
article. 


Joint Stock Banks and Credit Societies in Germany. 


92. An eSective illustration of the fact that Joint Stock Banks are unable satisfac- 
torily'’to meet directly all tlie small credit needs of agriculture is to be found in the Report 
of Mr. J. R. Cabin on Agricultural Credit and Co-operation in Germany, abeady referred 
to. In this Report the writer states “ German farmers have advanced very far towards 
the solution of the problem of obtaining adequate credit at moderate rates of interest, 
and on convenient terms of repayment,” and points out that this progress has been made 
by means of no less than 17,000 Co-operative Credit Societies. The membership (in 1910) 
of 15,000 societies was almost mffion persons ; the turn-over almost £262,000,000 ; 
loans outstanding, with overdrafts, over £93,000,000 ; savings deposits almost £92,500,000 ; 

and deposits on current account nearly £11,000,000. The Report goes on to say : 

“ In ordinary commercial banking facilities it is probable that German farmers of the present 
day are better oS than British farmers. As in England, the great German Joint Stock Banks tend 
to become greater, and their branches or agencies more numerous, but Banks working only in one locality, 
one district, or one province are far more numerous in Germany. There are over 200 small Joint Stock 
Banks, besides the urban co-operative Banks, about 1,200 in number, aud private bankers are estimated 
by leading writers on German Banldng to number from 4,000 to 6,000. In nearly every country town 
in Gerinany may still be found one or more substantial banking firms ; and from these, if only by reason 
of proamity, freedom q£ action of managers, relatively good knowledge of agricultru’al matters and persons 
(as being often established in country district centres), and of competition among themselves, it might 
have been expected that far-mers could have obtained credit on srritable terms. 

Despite this multitude of Raiffeisen Banks, their large membership aud business, Professor Riesser, 
the most eminent authority on German commercial and industrial banking, writing in 1912, observed 
that much still remained to he done aud must be done, in this du’ection, as ‘ agriculture requires a credit 
system ada^d to the special nature of the conditions of its production.’ And a distinguished Prussian 
Mmistei of Fmance, m the course oi a Parliamentary debate on the Budget of the Prussian State Centra) 
Co-operative Bank, for whose foundation he was directly responsible, declaimed : ‘ This must be our goal- 
to have a co-operative loan Banlc in practically every parish of the whole monarchy.’ 


Banks . An examination ojthe vanous systems oj AgricuUural Credit Banks in operation 
tl^ Oontvient, loitk the abyeol oj ascertaining ij any such systems are applicable to the conditions existing in 
England, Journal of the Institute of Bankers, June, 1912, pp. 329-364, 

t See Report on Agricultural Credit and Co-operation in Germany, p. XIV. 
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That portion of Mr. CakUrs verbal evidence dealing with German Banks should also isioi &t»eq. 
be read in this connection Germany appears to present a striking illustration of the fact 
that below the class of rural borrower which can easily be reached by the Joint Stock 
Banks and similar institutions there is an ample field for the organised development of 
small rural credit lying beyond the reach of these commercial banking concerns. 


The Bank of France and Small Rural Credit. 

93. Perhaps the best-known instance of the apparent success of a Joint Stock Banking 
institution in meeting the needs of the small rural borrower is that of the famous Bank of 
France, to the constitution .and methods of which reference is so frequently made by 
econornic writers. The Statist, for- instance, has repeatedly dwelt upon the services of 
this Bank to the small French cultivator, and has recommended that its example should 
be followed by Joint Stock Banks in the United Kingdom.* From the published official 
returnst it would appear that in the year 1911 the total number of bills discounted 
by the Bank of France reached 25,242,438, to a value of no less than £666,000,000— an 
increase of £83,000,000 on the preceding year. The number of bills, discounted in Paris, 
of 5 francs and up to 10 francs {i.e., from 4s. to 8s.), in amount was 237,512 ; between 8s. 
and £2 the number was 2,231,942 ; from £2 to £4 — 1,536,126 ; and over £4 — 4,218,384. It- 
•will be seen that 30 per cent, of the bills discounted in Paris were under £2 in amount 
while almost 50 per cent, were of the value of £4 and under. 


Memorandum furnished by M. Picard, Secretary of the Bank of I ranee. 

94. This is undoubtedly a remarkable case of a large Bankiug institution dealing 
with loans of a very trifling amount, many of them for agricultural purposes. But it will 
be found on examination of the methods by which such results have been achieved, 
that even the Bank of France forms no exception to the rule that ordinary oo^ercial 
credit cannot be made available on the usual lines for small agriculturists. Although 
voui Committee were fairly well acquainted, by means of various publications, such as 
the Bulletins of the International Institute of Agriculture, M. Sagnier’s book Le GredU 
Aaricole en Francer and other works, with the transactions of the Bank of France, we 
thought it well to communicate direct with the General Secretary of that institution. M. 
Picard, mentioning the interest which the operations of the Bank had aroused. amongst 
students of agricultural credit, and asking him to be good enough to furnish us with replies 
to certain questions which we put with a view to ascertaimug precisely the methods by 
which the Bank found itself able to deal in advances of such small amount^ reply 
M. Picard waB kind enough to furnish the Committee mtk a 

organisation of agricultural credit in Prance, a translation of which will be found m the 
Appendices to our Report.^ 


TU direct rdatiems 0 / the Bank oj France with rmal borrowers. 

96. The direct relations of the with agikulturists are “pXf’’ 

and ( 9 \ ni M Pioard’s Memorandum. He refers to the fact that out ot 455 pasture 
"co£ls bai^lor I fattening of cattle) in the Bank's branches 77 wem for amo^ s 
not exceeding 5.000 francs (£200). each Bill being 

with a deposit of title deeds, or a third sigr^ture. I i methods adopted in 

does not come under the designation of small rural ere , a Joint Stock Banks 

connection therewith by the Bank of France are similar 

in this country. M. Sagnier in bis authoritative -wor a Bant of France, 

“ Tie immense majority t},;. relation The Bank seems even to have a 

and profit hy all the benefits Experience shows that this cUentele is secure and 

marked predilection for an agncultmal chent . the reality of this fact. An exami- 

reliable and does not prove disappointing. It ,.,?iq 0 Q ,-eveals the modest proportions of most of 
nation of the ‘ pastm-e accounts ’ open at the end of 1 M 9 were classified as follows 

these accounts. On that date 465 accounts were open m the bianckes, ana e 

Bills under 5,000 francs (£200) ,,v, - j’einni 

Eilia between 6,000 end fffl ■■ 

Bill, between 10,000 .nd 20,000 £400 Bid £»») .. 

Bills between 20,000 und 60,^ ^ ' 

Bills between 60,000 and 100,000 (£2,000 and £4,000) 

Bills above 100,000 (£4,000) 


84 

121 

64 

29 


455 


afifi b mq bank in the world has ever 

*See, for instance. Statist, dated 16th April, 1 » P' agriculturist and the small trader, 

more consistently and earnestly studied the laVy due to the pohey so st.ad- 

.... The success of the peasaut proprietors of rts™* is g , 

lastly pursued by the Bank of France. „ , Frfmcr pendant Vaniiee 1^11, PP- ^ > 

Vcompu Rerdu des Opirations de la Bai^gue de tmne 

t See Appendix 4 to Minutes of Evidence, E i 
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See paras. S92-4. 


“ It is at once evident that the smallest accounts comprise the majority. Out of 465 accounts 241 
do not exceed 20,000 francs. The really small accounts, those below 5,000 francs, form a propoi-tion of 
17 per cent, of the total. This is a categorical demonstration that the Bank of France is accessible to 
tlie greatest number.”* 

96. Iti& clear that credit oftliis nature, where the advances made run into hundreds' 
and even thousands of pounds, cannot he termed sttmU rural credit in the ordinary accepta- 
tion of the word in this country. It is of interest to note in passing that, as pointed out 
both by MM. Picard and Sagnier, the rate of discount on bills at the Bank of France 
does not exceed 3 per cent., save during exceptional and transitory periods, both for 
agricultural and commercial transactions. The chief reasons for this are to be found in the 
nature of the organisation and the large reserve of the Bank, and in special monetary laws. 

The relations of the Batik of France with rural borrowers through local credit Societies 
and Regional Bcmks. 

97. Turning from the direct to the indirect relations of the Bank of France with 
agriculturists, it will be seen from (3) in M. Picard’s Memorandum that an elaborate organi- 
sation has been set up through wiuoh the main operations of the Bank of Fiance in the 
sphere of small rural credit are carried out. Under the French law of November, 1894, 
modified by that of January, 1908, local co-operative Credit Societies have been steadily 
created. There were in France in 1911, 3,948 of such Societies (apart from oyer 670 Durand 
Societies), with a membership of 185,552, and loans outstanding to the value of £2,464,000.f 
Above these Societies are about 100 District or Regional Banks which discount bills 
endorsed by the borrower and by the local Credit Societies, these bills being finally re- 
discounted when necessary by the Bank of France. 

“ Such,” M. Picard says, “ so far as concerns short term credit, is the organisation which brings the 
Bank of Fiance into touch with the agiicultural classes. The difficulties which might arise with regard 
to estimating the solvency of a large body of small debtors are minimised by their mutual sohdarity, which 
is attested by the signatures of the Local aud Eegional Banka. The same agencies obviate any necessity 
for travel on the part of the borrower, who finds, on the spot where he is, me credit of which he stands 
in need. 

“ Verification of the resources and of the security represented by the signatures appended to agri- 
cultural bills is, in addition, greatly facilitated by the presence on the Administrative Council of each 
branch of the Bank of a representative of the farming intei'est. Besides, for some years past the Bank 
has appointed a representative of that interest to sit on its Governing Council.” 

Length of period for which Bank of France advances rural loans. 

98. In reply to our question as to the duration of tbe period for wbicb agricultural 
loans are granted by tbe Bank of France, M. Picard states that 

“ There is no departure in favour of agricultural credit from the statutory law which uniformly fixes 
three months as the maximum duration of Dills discounted by the Bank, no matter what their origin. It 
should be noticed in this connection that the period during which the bills remain in the hands of the 
Eegional and Local Banks is added to the maximum duration of the Bank’s discounts in ordei’ to prolong 
the credit allowed to the borrower. The further credits obtainable by a borrower on a particular 
secmity, after the expii'ation of current loans, do not necessitate any fresh formality on his part as 
regards the new allotment of this security. Bills may be forwarded by post in the case of a client 
residing in a town where no branch of the Bank is situated.”]: 

Close relations between the Stale and the Bank of France. 

99. Tbe close relatione existing between the State and tbe Bank of France, and tbe large 
sums advanced to tbe French Government by the Bank for purposes of rural credit, will 
be referred to in that section of our Report dealing with tbe the policy of advances from 
tbe State towards tbe funds of agricultural credit institutions. We have devoted 
some space to tbe consideration of tbe methods of tbe Bank of France because of tbe 
widespread impression that this Bank has found a solution to tbe difficulties which are met 
by a commercial Banking institution when dealing with tbe smaller credit needs of agri- 
culture. It is fairly obvious that if an important Bank like this, in direct relations with 
the State, and with special privileges attached to its Charter, is unable through its many 
branches to meet the needs of the smaller cultivators of the soil by means of direct financial 
transactions with the latter, ordinary Joint Stock Banks are not likely to succeed in solving 
the problem. 

Reason for success of Bank of France in dealing with small loans. 

100. The Memorandum supplied to us by M. Picard, combined with other official 
information, shows plainly that it is chiefly by means of a well-organised system having 

* Le Credit Agricole en France (M. Sagnier), 1911, pp! 131-2. 

^An Outline 0 } ihe European Co-operative Credit Sg&tems, 1913, p. 57. ' ' 

+ See Appendix 4 to Minutes of Evidence. 
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for its foundation the small local Credit Societies — these Societies being in turn combined 
under numerous Regional Banks — that the Bank of Prance is enabled to deal with loans 
of small and even trifling amounts. When bills drawn by the small farmer at last reach 
the Bank of France, they bear the signatures not only of the borrower and his sureties, 
but also of the particular Credit Society and Regional Bank concerned ; these signatures 
obviously aSording the amplest business security for the repayment of the loan. 

M. Sagnier, in the final paragraph of his chapter on the Bank of France, after quoting 
the figures we have given above as to the direct advances made by the Bank for such 
purposes as ” pasture ” loans, says : — 

^ “ Doubtless the small cultivator who needs, in the course 5f the j'eai', an advance of some hundreds of 

francs, could not have recourse to such methods as have juSt been indicated. For hinr the mutual Credit 
Society, under whatever form it be oreanised, is the natural resource. The small local Society and the 
huse bankinK institution thus unite in the same work, and render the same seiwice to different clienteles.’’* 

These views we believe to be equally applicable to the conditions of agriculture in 
Ireland, where, as in the case of France, so large a proportion of the cultivators of the soil 
are small farmers. 

CONCLUSIONS. 


101. Your Committee’s conclusions iu regard to the relation of the Irish Joint Stock 
Banks to rural credit may be summarised thus 

(a) There has been in recent years a very large extension of the Joint Stock Banlmg 
system in Ireland. The enormous growth m deposits and cash balances from 5^ millions 
in the year 1840 to over 62 millions in 1913, and the great increase in Banking Offices 
(now numbering about*870), are sufficient proof of this. These Banks have undoubtedly 
done much to adapt their methods as far as possible to the credit requirements of small 

farmers. , , , i i ^ xi. Para- 66- 

(&) The Joint Stock Banking system has, however, been evolved mamiy to meet tlie 
need of the commercial and busings world, not of agriculture. Various characteristics 
of agricultural credit— such as the length of term of loans, the seasonable nature of the 
returns, the risks peculiar to the agricultural industry, the uncertainty of the security 
ofiered by land, the lack of farming accounts, and the frequent absence of touch between 
the Banks and the small farmers— render it difficult for the Banks to deal on commercial 

lines with small agriculturists. ,, t x xi j: • xi Paras 6i 87 

(c) Joint Stock Banks hold most of their funds at call, and cannot therefore conveniently '• 

deal in long term loans ; while, unlike Credit Societies, they must earn a profit for their 
alareholdeis. and must therefore turn oYei their capital as rapidly as possible. ^ 

Id) The Banks themselves do not desire to undertake the dealing m advances of very 
small amounts, which are troublesome and unprofitable business ; nor can they take into 
account, as a rule, the object for which the loan is requited. Thus theur loans have not 
the educative influence which is exerted upon the borrower by the supervision exerotsed 

by a well-managed Credit Society. -r. i xt. Paras. 77 . 86 . 

(e) The obtaining by a borrower of sureties satisfactory to the Bank ; the expenses 
and loss of time often incurred in journeying to the Bank, and bringing smeties (not only 
on the occasion of obtaining the loan, but on its subsequent renewak, when necessary);,, 
and the obligation of the borrower to his sureties until the bill is paid og, frequently add 
greatly to the real cost of the loan to a small farmer. ^ Pant. 76 , 

(/) The credit needs of agricultural labourers are not met by the Jomt Stock Banks. . 

M The operations of Co-operative Credit Societies will, in the end, assist rather ttan oo. 
compete with those of the Joint Stock Banks, for the two institutions broadly speaku^, 
do not deal in the same class of credit. We welcome the existing relations ^^een Jie 
Banks and the Societies in Ireland, especially the benefimal arrangements foi 
and we recommend their extension in suitable oases on the hnes mdioated elsewhere m 

^flffnallv the evidence triven amply justifies, in oui opinion, the conclusion that 
flie irik Joinf Stock Banks, illliug as fey nndoubtedly are to f “ 

as possible to the requirements of small rural credit, have rio we have 

the needs of the agricultural industry of the country. Nor, for e va i oflfl-ntations 

set forth above, do we believe that there is any real prospect 

taking place as will overcome, to a material extent, the many _ Ratitinf institutions 

any attempt to fit in the organisation of these commercial and business Banking institutions 

with the special requirements of small agriculturists. ^ 

Credit Affrtcole en France, 1911, p. 134. 
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SECTION II. 

POST OPFICE AND TRUSTEE SAVINGS BANKS IN IRELAND. 


Although, the Post Office and Trustee Savings Banks cannot be considered as 
credit institutions in the strict sense of the term, they have in several respects an important ' 
relation to the subject of rural credit in Ireland. 

Relation hehoeen- Savings Bank de'posits and rural credit. 

102. As is clearly indicated in that portion of our Report dealing with Co- 
operative Credit Societies, one of the most important functions of these Societies 
is that of attracting the small savings of the district. All the leaders of the j 
co-operative credit movement on the Continent, from Schulze and Raiffeisen onwards, 1 
have recognised the ^dtal importance of developing, not only the lending but the | 
thrift side of rural credit. The progress, however, of this latter branch of the movement ! 
must naturally be to a greater or less extent retarded in any country if there are already I 
in active operation thrift institutions, such as Government or Municipal Savings Banks, . 
which, through the security which they offer to depositors, are formidable competitois • 
with Credit Societies possessing no such State or Municipal guarantee. 

The large deposits in Irish Post Office Savings Banks also furnish indisputable proof . 
that there are ample funds in rural districts for the successful establishment of Credit ■ 
Societies, if the coi^dence of the small depositors could be secured. ■ 

In several foreign countries there is a more directrelation between State or other Savings •. 
Banks and rural credit, seeing that the funds of the Savings Banks can, under certain • 
conditions, be utilised in makmg advances to agriculturists or to Credit Associations, in r 
investment in mortgages, and in othe]‘ ways. But generally speaking “ the object of , 
ordinary Banks is credit, and they merely attract depositors, i.e., savings, in order to ' 
utilise them in business ; in Savings Banks the encouragement of thrift, i.e., the gradual ' 
accumulation of petty savings or of a provident fund is the object aimed at, and the Banks ; 
merely entes’ into the business of credit in order to provide a fruitful investment for the ac- \ 
cumulated savings.” ... A Savings Bank “ is an adjunct to credit rather than a true 
source of credit.”* 

Deposits in the Irish Post Oppice and Trustee Savings Banks, 

103. In Ireland the Post Office Savings Banks have, more especially in recent years, 
attracted very large sums in deposits, the amount on the 31st December, 1913, being 
£13,167,000, in 656,700 separate accounts. ' In the Irish Trustee Savings Banks the sum 
of £2,612,000 was held on deposit on the same date in 56,867 accounts. These two institu- 
tions, theiefore, hold £15,779,000 of the savings of the Irish people as compared 
with £2,638,000 in the year 1870, an increase of almost 600 per cent, in 43 years. 
These savings are, to a considerable extent, lodged by small depositors, the £62,142,000 
held by the Irish Joint Stock Banks, representing, as a general rule, depositors of a more 
substantial ty^e. It is probable, therefore, that if the Co-operative Credit movementin 
Ireland were to succeed to a greater extent than it does at present (it now holds, after 

Paras, 369-370. twenty years’ working, £30,000 in deposits) in attracting the savings of the smaller rural 
classes, such success would take place at the expense rather of the Post Office Savii^ Bank 
than of the Joint Stock Banks. Even if the present deposits in Credit Societies were to be 
multiplied by ten, this increase would — assuming that all the additional savings were trans- 
ferred from the Post Office, and not largely from private hoardings — entail a diminution of 
little over a quarter of a million, or only 2 per cent., in the deposits of the latter institution. 


See paras. 
359-865, 


See paras. 127-9. 


Chart and Summary Table showing growth of Savings Bank Deposits in Ireland. 

103a. The remarkable growth of the deposits in the Post Office Savings Banks of Ireland 
since the origin of the system will be readily seen from the chart facing p. 22. The following 


* Report on Lmd ami Agricultural Banks (Nicholson), 1895, pp. 198-9. 
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are tte figures of these deposits and of those in the Trustee Savings Banks on the 31st 
December of each of the years indicated below. 



Post Office Savings Banka 
in Ireland.* 

Trustee Savings Banks 
in Ireland.! 

Year. 

.Amount l 
of 1 

Deposits. 1 

Numter of 
Separate 
Accounts, 

Amount ' 
of 

Deposits. 

Number of 
Separate. 
Accounts. 

1820 


__ 

1 103,000 



1830 


— 

: 1,136,000 

— 

1840 




2,177,000 
' 1,292,000 

— 

1850 



— 

1 — 

1860 

— 

— 

1 2,143,000 

1 — 

1870 

583,000 

— 

' 2,056,000 

[ — 

1880 

1,566,000 

82,131 

i 2,079,000 

1 53,910 

1890 

3,723,000 

198,790 

1,973,000 

49,643 

1900 

8,059,000 

381,865 

2,309,000 

1 50,318 

1910 

11,931,000 

606,397 

2,616,000 

1 56,192 

1912 

12,824,000 

641,800 

2,606,000 

i 56,852 

1913 

13,167,000 

i 

j 656,700 

2,612,000 

1 56,867 


Importance attached ly small depositors, to security. 

104 During our Inquiry many witnesses have emphasised the extreme value which See paras, asa-e. 
the small Irish depositoi attaches to absolute secuiity ior his savings, rather than to 
the rate of interest paid on them ; and have pointed out to us that, mth the competition 
of a Post Office Savings Bank in almost every viEage in Ireland, depositors would be 
reluctant to transfer their savings from an institution givmg such ample gmrantee tor 
safety to another organisation such as a Credit Society, not afEordmg this secmity, although 
a higher rate of interest. The functions and position of the emstmg Savmgs Banks 
in Ireland cannot be overlooked in any adequate consideration of the ptohlems of rmal 
credit in Ireland, apart altogether from the question of the possibility of utilising the funds 
of these Banks lot productive purposes. 


OniGiN or Savings Banks Institutions in the United Kingdom. 

105. Although the operations of Savmgs Banks in this country have nosy attained 
such far-reaching importance, these institutions are 

first genuine Saffings Bank was established in 1804, at Tottenham, in England, by six persims 
whoicted as Trustoes, and allowed as much as five per 

one pound which depositors entrusted to them for one year. This project, imfortmately 
involved the Trustees in loss, and was abandoned. The next steP m ^e ^^ry of t^ 
movement was the establishment at EuthweU, m 1810, o a we -..ppostol^tlmt it led 
caned '■ The Parish Bank Mendly Society.” This venture was “ 
to the foundation during the following six years of almost eighty Savmgs Banks m Buglan 

and Ireland. ,, . 

First Savings Bank Legislation in 1817. 

106. The first legislation on the subject was passed in 1817, 
c. 105 and o. 130, intended to stimulate the growth and to 

Banks for the reception of Sayings in Ireland a^ Eng an ^ ^ follows : — 

not extended to Scotland until the year 1835. Their lea g p hound to 

(1) Trustees were forbidden to make a profit out of the Bank i “ 

remit to the Office for the Reduction of the National De _ d+Fft}iprateof£4 11s 3d- 

the aggregate ; (3) the Office of National Debt was to 

peicS.% aLiun (the Trustee Savings Banks theWvcs as a^ in aS 

depositors 4 per cent.) ; (4) not more than £50 could be f aP^^ ““ 
one year, but in England a depositor could deposit flOO in the first year. 

The Savinas Bank Acis of 1824 and 1828. 


* Fhst ctrtlished in 1861 ; m 1862 f.' depodt. amonn^ ^ 

tEetnms first available for the year 1817, when the aeposra a 
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the deposits of aay individual exceeded £200, no interest was to be allowed on the excess ' 
over £200. An amending and consolidating Act of 1828(9 Geo. IV., e. 92), provided, amongst - 
other things, (1) rhat the Rules of each Trustee Savmgs Bank must be approved by th 
National Debt Commissioners ; (2) that the rate of interest allowed by that Office should 
be reduced to £3 16a. 0^. per cent., while depositors should receive from the Savings 
Banks interest at the rate of £3 Sa. per cent. ; (3) that no depositor should be pen ^ 
mitted to deposit more than £150, althoi^h interest might be allowed to accumulate unlil 
the deposit reached £200. Within five years from the passing of this Act (i.e., in 1833), 

76 Trustee Savings Banks existed in Ireland, with almost 50,000 depositors, and depceits 
amounting to £1,373,993. In the same year there were in England 385 Trustee Savitg 
Banks,^rah' 414,000 depositors and almost £14,000,000 of deposits. 

Abuses and irregularities were foimd to occur in connection with the Trastee Savings 
Bank system, especially in the management of funds. A Commission of Inquiry was there- 
fore appointed in 1858, the Report of which resulted in the Act of 1863 referred to below. 

Post Office Savings Banks Established, 1861. 

108. A very important step in the development of the Savii^s Bank System was tlie 
passing of the Act of 1861 (24 & 25 Vic. c. 14), establishing Post Office Savings Banks, whid 
immediately became exceedingly popular in England and Ireland. They have not, however, ; 
rivalled the Trustee Savings Banks in popularity in Scotland, where these latter institutions ) 
hold £20,000,000 in deposits, as compared with £8,000,000 in the Post Office Savings f 
Banks. The rate of interest fixed by the Act of 1861 was 2-| per cent. | 

Savings Bank Act of 1863; special clause as to Imitation of responsibility of Trustees | 
in Ireland. _ j 

108a. In 1863 a further Act was passed (26 and 27 Vic. o. 87), consolidating and amending : 
the laws relating to Savings Banks generally. By Section 1 1 . it was enacted that no Trustee 
or Manager of any Savings Bank should be personally hable, save (1) for moneys actually ; 
received by him on accoimt of or for the use of the Bank, and not paid over or disposed ; 
of according to the Rules ; (2) for neglect or omission in complying with the Rules as to : 
audit, examination of accounts held by him, and keeping of minutes ; and (3) for neglwt 
or omission in taking security from officers. By Section 12 of this Act, however, special 
power was given to the Trustees and Managers of Savii^ Banks in Ireland to limit theii ; 
responsibilities. The following is the text of this Section : — 

“ Any ti'HStee or manager of a savings bank in Ireland who has declared or shall declare in writug ■ 
under his hand, deposited with the Commissioners for the Reduction of the National Debt, that he is •willkg . 
to be answerable for a specific amount only, such amount being in no case less than one hundred pounds, . 
shall not be liable to make good any deficiency which may thereafter arise in the funds of such savir® •, 
bank beyond the amoirnt specified in such writing ; provided always, that the trustee and manager of I 
every savings bank in Ireland shall he personally liable for all moneys actually received by him on account \ 
of or to and for the use of such savings bank and not paid over and disposed of in the manner directed I 
by the rules of the said savings bank ; and an extract of this provision shall be enrolled as one of tiie 
rules of every such savings bank in Ireland, and printed and affixed in every office or place where deposits 
are received, with the names and places of residence of the trustees and managers for the time being, 
and the amount {if any) to which they have collectively or indivicUially limited tlieiv responsibility.” 

Select Committee of Inquiry, 1888 ; importance of adequate supervision and audit. 

109. In. spite of the provisions of the Act of 1863 for proper manageraent and audit, 
much negligence and fraud occurred in connection with the Trustee Savings Banlrs. A 
Parliamentary Select Committee was appointed in 1888, and reported that though ths 
Act was sufficient, if its provisions were carried out, the actual aclministration was defec- 
tive ; and that further supervision was necessary, if confidence were to be maintained. 
The Committee recommended the formation of an independent Board of Audit “ to secure 
a continuous audit and a continuous examination at uncertain times.” * 

The history of these Banks furnishes yet another illustration of the vital importance 
of strict independent audit and supervision arrangements in connection with ah iMtitu- 
tioiis dealing with the money of others, a question which has in various ways been impressed 
upon our notice during our Inquiry, especially in relation to Loan Eund Societies and 
Credit Societies. In referring to the steps found necessary by the State for the protection 
of depositors in these Savings Banks, Sir F. A, Nicholson states : “ The practical sense of 
the nation, in spite of its traditional love of independence in business matters, not only 
permits but requii‘es official and quasi-official supervision ab extra where institutions of 
public benefit relating especially to the welfare and development of the humbler cla^^ 
are concerned.” f 

* See Se‘poTl of Select Committee on Trustee Savings Banks. [Cd. 301-1889], p. vii. 
t Befort on Land and Agriculturcd Banks, p. 216. 
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The Savings Bank Act of 1891 ; Inspection Committee established. 

110. In 1891 a further Savings Bank Amending Act (54 and 55 Vic., o. 21) became 
law, mainly as a result of the above Report. A portion of Section 1 emcted that r 

“ (1) A trustee saviugB bank may not be designated or described in any manner wbicb imports that 
the Government is responsible or liable to depositors for money placed in the safe keeping of the bank, 
and may not bear any title other than that of ‘ savings bank certified under the Act of 1863,’ with such 
additional local description, if any, as may be required for the sake of distinctiveness.” 

This measure established an Inspection Committee of Trustee Savings Banks, the 
powers and duties of which were fully set forth. This Committee was required to report 
ann ually theii proceedings to the National Debt Commissioners, the Report to be laid 
before Parliament. In their first annual Report the Committee amiounced the discovery 
of a considerable munher of irregularities and the existence of laxity in management. 


Increase in deposits due to changes made by Act of 1893. 

110a; The Savings Bank Act of 1893 (56 and 57 Vic., c.69), was an important measure, 
the m ain provisions of which raised the maximum amount allowed to be deposited in cash 
by any person in one year from £30 to £50 ; raised to £200 the annual maximum amount of 
Government Stock allowed to be purchased by one person ; and increased the total amount 
of Government Stock which could at one time be credited in the books of a depositor to 
£600 (the previous limit had been £300) . A natural result of this legislation was a sudden 
and striking rise in the gross amount on deposit in the Savings Banks. In Ireland alone 
the figures tor 1894 showed an excess of £740,000 over the 1893 Returns. In the following 
year, 1896, the deposits in the Irish Post Office Savings Banks amounted to £5,603,000, and 
m the Trustee Savings Banks to £2,075,000, or a total sum of £7,678,000, as compared 
with £6.171,000. in the year 1892. 

The fact that the raising of the maximum amount which could be deposited in a year 
caused such a sudden and considerable increase in the total deposits would seem to indicate 
that Savings Bank deposits were no longer drawn almost exclusively from the poorest 
classes, in whose interests the earlier Savings Bank legislation had been drawn up. We 
have had evidence showing that it is not unusual for fairly large depositors to place their 
savings in the Post Office Savings Bank in preference to the Joint Stock Banks, the Govern- 
ment security and, to a less degree, the slightly higher rate of interest, being the chief reasons 
given for the adoption of this course. 


Special investments permitted by Act of 1904. 

110b. An Act of the year 1904 (4 Ed. VII. c. 8), made various provisions in regard to 
the appointment of auditors for Trustee Savings Banl^, the amalgamation of two or more 
Trustee Savings Banks, and the investment of the interest of the fmids of such Banks. 
Section 12 provided that : — “ (1) The Postmaster-General may enter into an amngement 
with any government savings bank authority in any British possession or foreign country 
for the transfer of sums standing to the credit of depositors from such a gov^ment savings 
bank to the Post Office Savings Banlc, or from the Post Office Savings Bank to such a 
covemment savings bank.” This Act also made it lawful (as recommended by the Select 
Committee on Savings Banks Funds, 1902) for Trustees to make special investments, 
with the approval of the National Debt Commissioners. Such investments may be made 
in securities under the Local Loans Act, 1875, and in loans secured on certain local rate.s 
Such special investments are not in any way guaranteed by the Government. 


Betum of the Deposits in each Post Office and Tmstee Savings Bank m Ireland. 

111. The most instructive and at the same time authoritative 
Committee have received as to the large .extent to which Qa-dno'q Bankal 

Post Office Saffings Banks, (and. in a mnoh lessei degree, of the Tr^tee Savu^gs Ba^) 
.s contained in a Return furnished by the Xreasu.7 to an teder of the Home 
of Commons.* We regret that the sise of this 

pages of figures) prevents our reproducing it as an Append , , „oimtv iu 

ApVdices inoluid Summary W giving separately the figures for each county m 

comprehensive Betum gives, classiiied under the 
each Post Office Savings Bank in Ireland which was open on t e J ^ denositors in 
I8S6, 1907, and 1912, together with the number of mdmdml f ““Jr mSfiSose 
each Post Office, and the amount, mclusive of | Bank accounts in 

dates. It wiU be seen that the number of separate Post Office bavings nauj. 


* Savings Banks (Ireland) Retwn. (No. 272-1913.) 

t See A'p'pendices 7 and 8, Jlfinwies of Evidence. F 
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Ireland rose from 97,000 in 1881, to over 640,000 in 1912. The total amount of deposits • 
rose from £1,723,395 to £12,824,000 in the period of thirty-one years from 1881 to 1912. | 
This was an increase of £11,100,000, or considerably over 600 per cent., although between ■ 
the years 1881 and 1911 the population of Ireland declined from 5,174,836 to 4,390,219, ’ 
a decrease of over 15 per cent. ■ 


Remarhxble amount 0/ Post Office Deposits in mcmy rural districts of Ireland. 

1 12. A closer study of the figures given in the Return for each Post Office reveals some ; 
remarkable totals for the deposits in many rural districts remote from urban and marm- ; 
facturing centres. During our Inquiry we took the opportumty on many occasions of 
ascertaining whether witnesses from country districts had any idea of the amount of savings 
deposited in the Post Office Savings Bank of their particular neighbourhood. In most- 
cases the witnesses ej^ressed much surprise on hearing the largeness of the amount. Their 
general attitude of mind on the matter may perhaps best be e^ressed in the words of one 
of their number who, on learning from us the amount deposited in the local Post Office, 
replied : “ If anyone else told me, I would not believe it ! ” 

We append some figures for Post Offices in country districts, taken at random from the 
Returns for 1907 and 1912. 


Corofiu, Co. Clare 
Miltowu Malbay, Co. Clare 
Millstreet, Co. Cork 
Clonmany, Co. Donegal 
Camdonagh, Co. Donegal 
DunfanagLy, Co. Donegal 
JElford, Co. Donegal ... 
Glenties, Co. Donegal ... 
Bunbeg, Co. Donegal ... 
Ballygai, Co. Galway ... 
Goi^ Co. Galway 
Loughrea, Co. Galway ... 
Dingle, Co. Kerry 
Ballinamoie, Co. Leitrim 
Mohill, Co. Leitrim 


1907. 

1912. 


1907. 

£ 

£ 


£ 

6,480 

8,339 

Ballingairy, Co. Limerick 

6,287 

13,885 

14,225 

Kilfinane, Co. Limerick 

6,636 

17,664 

26,056 

Draperstowa 

16,462 

7,903 

12,530 

Dungiven, Co. LondondeiTy 

11,626 

16,499 

17,849 

Kilrea, Co. Londonderry 

28,017 

10,409 

10,736 

Lanestoiougli, Co. Longford 

10,767 

16,948 

18,106 

Ballagkadereen, Co. Mayo 

36,603 

9,819 

14,211 

Ballyhamus, Co. Mayo 

39,198 

12,890 

15,540 

Charlestown, Co. Mayo 

19,421 

20,575 

23,189 

BaUinlough, Co. Roscommon ... 

15,747 

12,347 

17,740 

Tiibtercuiry, Co. Sligo 

32,359 

18,668 

21,763 

Borrisokane, Co. Tipperary 

10,714 

13,290 

19,278 

Dromore, Co. Tyrone ... 

11,764 

15,107 

20,386 

Kiltegan, Co. Wicklow 

4,726 

15,350 

20,846 

Tinahely, Co. Wicklow 

6,322 


1912. 1 
£ i 
6.826 
9,337 
24,429 
12,008 1 
33,038 ^ 
15,360 ; 
46,625 . 
62.247 : 
27,991 \ 
21,516 • 
37,279 ; 
14,881 ■ 
15,412 ; 
6.319 •• 
8,765 5 


During our Inquiry several cases were brought under bur notice in which ^ 
small agriculturists in Ireland in order to invest their savings in the Post Office Savii^a [; 
Bank at 2| per cent, borrowed money from other sources, such as Loan Pimd Societies ; 
and Joint Stock Banks, at 6 or 8 per cent. 


Economic Injury by transfer of Post Office Savings Bank Deposits from Ireland. 

113. "W’e cannot but espress our extreme regret that these large sums of money- 
belonging, as a rule, to small rural depositors, and found in the Post Office Savings Bank 
all over the coxmtry, should be entirely withdrawn from productive ime in the locahty by 
being transferred to London for investment in Government securities. 

It is hardly necessary to point out the enormous assistance which might be rendered 
to the economic progress of rural Ireland if it were possible to retain even one-tenth of this 
money in the country for the purpose of lending it out again to small and medium farmers 
and labourers for reproductive use on their farms and plots. The deposits in the Irish 
See paras. 49-51, Joint Stock Banks are probably to a considerable extent utilised in the trad.e, commerce, 
and agriculture of Ireland, but this cannot be said of the deposits placed in the Post Office 
Savings Banks. Nor does it appear that the Exchequer authorities have in the past been 
over-anxious to receive such increasingly large sums. For instance, when the late Lord 
Goschen was Chancellor of the Exchequer he stated that he was opposed to any measure 
which would largely increase the already gigantic amount standing to the credit of 
depositors. 

But in more recent times the Treasury have welcomed the large deposits which 
enable them to borrow money more cheaply than they could in the open market. Mr. 
H. W. Wolff has repeatedly dwelt in his writings upon the many objections to this looking 
up of the people’s savings in securities instead of allowing them to be put to reproductive 
uses as^is done in several other countries.* The contrast between the benefits wrought 
by £1,000 in deposits in a Co-operative Credit Society and the same amount placed in a 
Savings Bank is a striking one. 


* See eg., Co-o-peraiive Banking (1907), pp. 137-146. 
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In December, 1913, the enormous sum ot over £186,000,000 was due to the 
Post Office Depositors in the United Kingdom, of which over £13,000,000 belonged to 
depositors in Ireland. This huge amount is held absolutely at call. Various authorities 
Kave from time to time pointed out that the amount deposited is now so enormous 
that in the event of any serious crisis-, wbioh caused depositors to \vithdraw largely 
at the same time, there might be considerable danger. In recent years the con- 
ditions in this respect have been considerably modified by the fall in the price of 
securities and the rise in the rate of interest. 


CTsdit Societies retain defosixs in locality, and are educative as compared with 
Savings Banks. 

114. The late Lord Goschen, so far back as 1887, recommended Co-operative Credit 
Societies in the House of Commons as a means of keeping deposits in the iocahty and at 
the same rime educating the local deposirors in looking after their own interests. Althoi^h 
the Post Office Savings Bank system undoubtedly to a certain extent encourages thrift, 
still its educative efiect upon the depositor is not to be compared with the influence of a 
Co-operative Credit Society, in the administration of which, if the depositor be a member— 
and especially a member of the Committee— he can take an active share, and feel a personal 
interest in the aUoeation and use made of the Society’s funds. Compared with this system, 
both the Post Office Savings Banlr and the Trustee Savings Banks are mechanical and 
non-educative in theit action, and are open at the same time to the charge of _ removing 
money, for investment in securities, from a locality where its proper circulation would 
work much benefit. 


“Current cwcounts" in Fost Office Savings Banks. 

115 The Post Office Authorities have, it appears, found the tendency of some 
depositors to utilize their accounts as cuirent accounts rather troublesome. In December, 
1909, the following special Notice was issued to certain clients of this type, but its use was 
not continued, we understand, for very long : 


“ The Postinaster-Geueral desires to call attention to the fact that the cost of administei-ing the Post 
Office Savings Bank has been much increased of late years by the tendency on the part of some depos^is 
to use the iLtitution for the purposes of a current account instead of for the purpose of simple saving 

which iiaa necessarily to be reported to Loudon for record in the iedgera 

It the Central Office This renders the husiness veiy costly when depositors make bequeut deposits and 
Jit^rSeespS when the individual sum arc of small amount, or when money is merely deposited 

s„oK of the 

as possible.” 


Samn^s Bank DepjsiU per head of Population in various Cmmtries. 

116 111 the Acpendioes* wiU be foimd detailed figures giving for each of the chief 
countries of the world the total amount of deposits m the Savii^s Banlcs, and the awage 
amoi^rof sich deposits per head of population. In any 

between various nations m *1™ ™ ■ 

the Savinvs Banks mav be the most important thrift mstitutions, with tew competitors , 

Aile in othe® countries the Savings Bank figures may ^ 

realindexofthesavingsoftkepeople. Again. m some co^ne^^^^^ 

tke Savings Banks for various reasons may be much mo Stock 

larger depositors than is the case elsewhere. In I _ -r, If Savings Bank 

Banks are almost four times as large as the total Savins a P „ savings per lead of 
deposits .alone are taken into account, Ireland occupies, p cfeduction can, 

population, eighteenth place amongst the countries named, but no usetul cieai 

we believe, be inade from this fact. +cV£i-n frnm the Table in Appendix. 

"We insert here the per copito Savmgs , countries are largely accounted for 

The striking contrasts between the fi gures of different countries are la g y 

* Appendix 6 to Minutes of Evidence. Tbese fig^B were furnished by Mr. 0. B- Oalnll 
with his evidence. (See Minutes of Evidence, 18894-lsyui.; 
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by special considerations of tbe nature above indicated. The calculations are based upon 
the published figures for the years 1911 or 1912 in most cases. 


Comrtry. 

Savings Bank 
Deposits 
per head of 
population. 

Country. 

Savings Bank 
Deposits 
per head of 
population. 


r .s. 
18 11 

13. Belgium . . 

£ s. 
5 13 


17 1 

14. England and Wales 

15. Italy 

5 6 


16 16 

.5 0 


15 14 

16, Hungary . . 



14 10 

17. Holland . . 

3 16 

6. Germany (including Prussia) 

13 10 

18. Ireland . . 

3 10 


12 11 

19. Finland . . 



9 19 

20. Newfoundland 

2 13 


9 16 

21. Canada . . 

1 13 


9 2 

22. Russia 

0 19 

11. Scotland 

12. Prance 

5 17 

6 14 

23. South Africa 

0 19 


The countries with the largest number of depositors are Germany (22J million deposi- 
tors), United Kingdom {14^ millions), France (14^ millions), United States (10 millions), 
Italy (8 millions), and Russia (8 millions). 


Deposits in Trustee Savings Banks in Ireland. 

117. The Trustee Savings Bants have never attained in Ireland the position occupied 
by the Post Office Savings Banks. Although the latter institutions were not established 
to 1861, they rapidly overtook in the amount of their deposits the Trustee Savings Banks 
which had existed since 1816. This steady rise of the Post Office in public confidence 
and the comparatively stationary condition of the Trustee Banks in Ireland is seen at a 
glance from the comprehensive Chart facing p. 22, and from the figures for certain selected 
years already furnished in our Report.* 

It will be noted that in 1870 the deposits in the Post Office Savings Banks were less 
than one-third of those in the Trustee Banks, while in 1913 the Post Office deposits were 
over five times those held by the latter. Recent years, however, show an upward tendency 
in the deposits of the Trustee Banks though the figures of some earlier yearn, such as 1845, 
are stiU unattained. Over one-third of the total deposits for Ireland in these institutions 
are in the Belfast Savings Bank. 

Information regarding the twehe existing Irish Trustee Savings Banks. 

118. The latest published statistics of the Trustee Banks are contaiued in a Treasury 
Return issued in July, 1913, f from which it appears that there were, at the close of 
1912, twelve of these organisations in Ireland. The following is a summary of the more 
important information in regard to them : 


Name of 

Trustee Savings Bank. 

Tear in 
which 
business 
commenced. 

Number 

of 

Accounts 
open on 
20th Nov., 
1912. 

Total 

amount 

owing 

to 

depositors 

on 

20th Nov., 
1912. 

Rate of 
Interest 
paid to 
depositors. 

Annual 

Expenses 

of 

management. 




£ 

£ 5. d. 

£ 

1. Armagh 

1818 

3,084 

196,099 

2 10 0 

699 

Belfast 

1816 

22,241 

900,646 

2 10 0 

2,604 

3. Coleraine 

1832 

2,768 

186,264 

2 10 0 

416 

4. Cork 

1817 

7,154 

396,926 

2 8 0 

1,526 

6. Dublin 

1818 

8,567 

234,343 

2 10 0 

906 

6. Dungannon . . 

1819 

1,099 

74,379 

2 10 0 

225 

7. Enniskillen 

1826 

2,169 

149,864 

2 10 0 

409 

8. Limerick 

1820 

889 

67,617 

2 6 9 

313 

9. Londonderry . . 

1816 

6,509 

262,679 

2 10 0 

788 

10. Monaghan 

1819 

669 

30,507 

2 10 0 

96 

11. Roscrea 

1830 

201 

16,949 

2 10 0 

52 

12. Waterford 

1816 

2,412 

122,891 

2 10 0 

446 

Totals 

- 

56,652 

£2,639,163 

£2 10 0 
Average. 

£8,279 


* See TaWe on p. 39. t No. 214 of 21st July, 1913. 
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Large number of Trustee Savings Banks dosed in Ireland. 

118a. Between tie years 1862 and 1904, forty-three of these Banks had been dosed in 
lreland,'i.e.,tlose at Ballymena, &raoehill,Lisbm;n, Cavan, Ennis, Bandon,Fermoy,Yonglal, 
Camdonagh, Castlewellan, Hillsborough, Newry, Warrenpoint, Castleknock, BaHinasloe, 
Celbridge. Kilkenny, Parsonstown, Tnllamoie, Limavady, Ardee, Drogheda, Dundalk, 
Castlebar’ Kells, Navan, Abbeyleix, Portarlington, Boyle, Sbgo, Cashel, Clonmel, Thurles, 
Omagh S’trabane, Clogher, Cookstown, CastlepoUald, Gorey, Wexford, Arklow, Baltinglass, 
and Bray. The latest Trustee Bank closed was that at Cookstown, which terminated its 
oneiations in the year 1904. At the time that these forty-three Banks closed they held 
£644 660 in deposits, of which £151,630 was transferred (by Transfer Certificate) to the 
Post’ Office Savings Bank ; in addition, a considerable amount was probably transferred 
in cash to the latter institution. The number of depositors amounted to about 14,600, 
of whom 3,665 transferred their accounts to the Post Office.* , , . , . 

In the years 1838 and 1836 there were 80 Trustee Savings Banks m Ireland, this being 
the largest number in existence at one time. 


Disadvantages of ifie trcmsfer of Tntstee Savings Banks Deposits frmn Ireland. 

119 Most of the existing Trustee Savings Banks are situated in the cities and Ipger 
towns of Ireland, the Banks in Belfast, Dublin, Cork, and Loridonderry alone contami^ 
76 per cent, of the depositors, and 67 per cent, of the deposits in these institutiom ta the 
whole country. In the Mountpottinger Branch of the Bank at Belfast, a sum of £121,716 
stood to the credit of 3,631 depositors in November, 1913. . . ■ .a , ■*, 

The bulk of the funds of the Trustee Savings Banks m Ireland consist in the deposits 
of the urban working-class population rather than of the inhabitants of rural distriote , 
these funds have not. therefore, so direct a beanng upon the problem of agiicultaial creffit 
aHbe pit Office Savings Banks deposits have. Nevertheless, your Committee cannot 
but express their reoret that a sum of over two and a half imUlons should thus bo transferred 
from productive uses in Ireland for investment in Government securities. A oomparism 
Kriade in Germa “ for agricultural and other purpo.ses, of the deposi s received 
hv ti CoZ.cnaLnnimiioipal Savings Banks serves to show how wasteful, from an 

of exercising. 

Laeoe Deposits in the Savinos Banks op Germany. 

120. In that portrbn of 

Societies figures will jjiovement. At the cud of 1910, a sum 

Germany have developed the thrift side deuosits by 14,729 Societies, while the 

of no less than £92,429,000 was held as savings deposit y ggg qoo. 
deposits on current account amounted to an a remarkable when the large number 

These figures for Credit Societies ™ latter institu- 

of Savmgs Bai^s huge sum of £87^000,000. Of tHs amount, 

tions amounted, at the end of 1911, to tn & , , t .^he total mvestments 

£516,000,000 was bivested m mortgages, urban an £170,000.000. In the 

of the Savings Banks in rural to £579,000,000, of 

same year the Prussian Savmgs Banks had property. These figures are 

which £116,000.000 was outstandmg on seem y ^ | Banks as Mortgage 

convincing proof of the P ^mment impo^noe ^ ^ 

Credit Institutions for small a^ medium ^ positions of Germany and Ireland 

The most outetanding ' '“Sf.TLESirsrltnC tee ^ no State ox Post Office 


* Vide Paa-liamentaiy Ketiim No. 270, issued m 39. 

t iieport on Agricidtural Credit and Co-oj>eratton tn Geunany, p 


See paras. 
850-366. 
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and guaranteed by Communal, District, or urban authorities ; apart from which bodies, 
the Savings Banks have no separate legal existence. In 1910 there were 2,844 public 
Savings Banks in Germany (not including Brunswick), with 7,404 branches, and 228 other 
Savings Banks, with 294 branches. 

Dijferences bekveen United Kingdom and Germany in respect of Savings Banks. 

121 . The deposits held by the Savings Banks, Post Office and other, of the United King, 
dom, did not amoimt in the year 1911 to 27 per cent, of the German figures.* It is difficult, 
however, to draw any definite or useful concluaion from this fact, owing to the dissimilar 
circumstances of the two countries. We note that on the 12th March, 1913, the Post- 
master-General was asked in the House of Commons whether he would “ state what con- 
siderations make a comparison of the German Savings Banks statistics as to deposits and 
depositors with British Savings Banks statistics misleading or inapplicable for purposes 
of reference.” The following w^as the reply given : — 

“ Broadly speaking, the considerations 'whioli make a comparison between the statistics of the British 
and German Savings Bank deposits misleading, except with very considerable qualifications, are — 

(1) “ Tliat ill the United Kingdom deposits are limited to £200, and the amount deposited to £60 
in any one year, in Prussia and other German states, the practice varies, but in the great majority 
of cases there is either a much higher limit than that which prevails in the United Kingdom or no 
Umit at ah. The detailed figures are at the disposal of the honourable Member if he desires to consult 
them. 

“ The result is that the German Savings Banks have also become deposit-banks for the well-to-do 
classes. 

(2) “ The attractiveness to depositors of the German Savings Banks is increased by the relatively 
high rate of interest allowed (viz., on an average about per cent, in Prussia), as compai-ed with 

per cent, in the United Kingdom. 

(3) The great Joint Stock Banks Lave not attained so great a development in Germany as in 
the United Kingdom, and shares in joint stock companies must not be less than £50. Both these 
causes, combined with the high rate of interest on deposits in the Savings Banks, tend to defiect the 
deposits and investments of small capitalists to the Savings Banks. 

'■ For the above reasons the figures showing the total deposits in German Savings Banks do not 
possess the same significance as an index of the savings of the working classes as those relating to 
deposits in Savings Banks in this countr}'.” 

German Savings Banks as sources of rural credit. 

122. A concise history of German Savings Banks is given by Mr. Cahill in his Report, 
from which we take the following extracts : — 

“ The earliest German savings banks were founded to serve as institutions for safeguarding the poorer 
classes against absolute poverty by prowding a place for the safe deposit of small sums of money until 
such should be required in bad times. Established in connection with the efforts to reform the poor 
laws, they wore to be regarded rather as philanthropical institutions. The first was founded at Brunswick, 
in 1768. . . . But the savings banks lost this character of philanthropy eai-ly in 

the nineteenth century, and have developed along the more general lines of institutions for the fuiiJietance 
of thrift. They have been established usually by and under the guarantee of public authorities, and 
in normal cases do not aim at profits beyond the obtaining of an adequate interest upon money deposited 
with them and the payment of the expenses of management. Any surpluses remaining after meeting these 
charges and making suitable appropriations to reseive, are applied to objects of public welfai'C. In primary 
aim they ate distinguishable horn banks in the ordinary sense of the term ; they seek deposits not m order 
to be in a position to grant credit for their own profit but to foster thrift and only to utilise deposits 
for investments in the interests of the depositors themselves. But while there is this distinction in their 
aims, German savings banlcs constitute, by reason of then' unexampled development and freedom of 
investment, credit soui'ces of gi'eat importance. Not being obliged to deposit their funds at interest 
with the State Treasury, or invest in stocks and shares only, as such banks are constrained to do in some 
other countries, but seeking to obtain on investments the best returns consistent with the absolute seciuity 
of their funds, they have lent a very large percentage of their deposits on mortgages, a considerable propor- 
tion of whidi liave Ireeii on rural property. 

In regard to Savings Banks in rural districts tlie Report states : — 

“ The communal and district banks serve the rui'al classes more directly than the urban banks, and 
it is interesting to note the part played by the public agricultural authorities in the extension of these 
institutions in rural districts. The first rural district savings bank was opened in 1831, a few more being 
established in the succeeding twenty years. In 1850 the National Advisory Council to the Prussian 
Ministry of Agriculture recommended the extension of the savings bank system, and a Ministerial Circular 
to the local officials of the centi-al government, issued shortly after, supported their recommendatiou. A 
Commission which at this period was conducting an enquiry into the credit institutions of Pi-ussia, also 
included in their investigation the question of savings banks. The report of the Commission published 
in 1861 was followed almost immediately by a Ministerial Decree urging the establishment of such banks, 
and fi'om this time the communal and district savings banks increased rapidly in Prussia, their extension 
being promoted by the provincial and district governors. The course of development in Bavaria, 
Snxory, Wurtemberg, and Baden was affected by similar influences.”t 


* See Appendix 6 to Minutes of Evidence. 

■\ Report m Affncidhird Credit and Co-operation in Germany, p. 40. 
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Loans on Mortgage Security hij German Savings Banks. 

123. The fact that no less than £515,000,000 was invested in mortgages, in 1911, by 
the German Savings Banks, and that in 1910 about £170,000,000 was invested in rural 
mortgages alone, shows that these Banks are of great importance as mortgage credit 
institutions, in addition to their services as organisations for encouraging thrift. They 
are especially the sources of mortgage credit for small and medium farmers, in spite of 
some drawbacks as to terms of repayment and liability to change in the rate of interest 
not found in the Landschaften or in similar large Societies and Mortgage Banks. The 
State authorities have frequently urged various improvements and modifications, many 
of which have been carried out, so as to meet the needs of borrowers ; as for instance a 
greater use of reducible mortgages. Some Savings Banks, in order to encourage the 
creation of small holdings, lend up to three-fourths or even five-sixths of the value of 
newly -purchased holdings within their district, subject to J per cent, sinking fund pay- 
ments. The usual limit, however, is between 50 and 66 per cent, of the ascertained value 
of the land.* 


German Savings Banks and loans to smcdl horroivers personal security. 

124. In view of the position in Ireland, where the deposits in the Savings Banks are 
not used reproduotively in the interests of the Irish rural and industrial community, but 
are transferred to England for investment in Government Securities, it is instructive to 
note the various other beneficial ways in which the Savings Bank deposits of Germany 
are utilised. 

In addilion to the aiding of agriculture by mortgage credit and by the issue of stock 
and shares, the Savings Banks of Germany lend money to a limited extent on Bonds or 
Promissory Notes. From time to time they have been urged by the Government to help 
smaller borrowers by means of such loans. “ In 1856 a Prussian Ministerial Decree stated 
that the savings banks ‘ could and should help the small man in cases of need by loans on 
bond with surety. . . To assist such borrowers, facilities should be 

granted to repay in instalments or by payments into a sinldng fond. . . The 

adoption of this kind of business cannot be too warmly recommended, and it is requested 
that the provisional governments, district governors, and local authorities make it their 
aim to encourage this form of investment.’ In 1896 the Minister of Agriculture recom- 
mended the newly -established Chambers of Agriculture to use their influence in theii' 
respective provinces to induce the savings banks to grant credit on personal security in 
.those localities when personal credit could not be satisfied by co-operative credit societies. 

“ Loans to individuals on bond with or without sureties are only admissible for 
residents within the area served by the bank ; they may also be given to local co-operative 
organisations. The amount of the loans to one individual on bond with sureties is generallj 
fixed in rural or semi-iural savings banks at a maximum of £150, £200, or £300 ; two 
sureties must usually guarantee capital interest, and any costs arising. Repayments must 
be made within six, or less usuallj, twelve months ; but the fixed period may be prolonged 
a fixed number of times, but rarely, however, exceeding a total period of five years, buch 
loans are also made subject to regular repayments usually of at least 10 per cent, per annum. 
On personal bond, without surety, loans lower in amount are granted, f 


Loans by Get-man Savings Banks to Co-operative Societies. 

125. The question of the desirability of advancing a portion of the funds of the Prussian 


but in 1899 a similar Decree authorised loans being advanced to Co-operative Soci^ies with 
unlimited liability ; while in 1901 the Decree now in force authorised Savins Banks to 
lend to Co-operatm Societies with limited or unlimited liabity. These advances may^ 
however, be made only to Productive Co-operative Societies, Credit Societies hemg spe“m- 
cally excluded. The chief reason for this exclusion is presumably the unwiUingness of ^ 
State to withdraw business from the Central State Co-operative Ban 
the advance of funds to Credit Societies by Savings Banks. Also the State Bank is f J 
becoming the Central Bank for the Savings Banks as ^ 

Another factor in the case is that Productive Oo-operaove Societe 

for a longer period than do Credit Societies ; but these long-term loans could not be obtamed 
at the State Central Bank or at the Central Co-operative Banks. 


* Report on Agricultural Credit and Oo-opercUio>i in Gennaiiy, pp- 44-7. 
.+ Ibid., p. 48. 
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In the absence of mortgage or other securities, loans are granted by the Savings 
Bajiks to unlimited liabihty Societies to the maximum^ amount of 10 per cent, of the total 
value of the property of the members, while Societies with hmted habihty are granted loans 
to the value of 76 per cent, of the collective liability of the members (the total habihty 
of an individual is not to be taken as more than 10 per cent, of his property), n inay 
be noted that this basis closely resembles that upon wkch advances are made by the 
Prussian State Co-operative Bank to Central Co-operative Banks. The usual stringent 
conditions ate enforced in regard to tie fumisimg of information respecting property 
valuation, based on the income and supplementary land taxes of the members ; the loans 
are made subject to annual sinking fund payments and the right to recall at six monms 
notice ; while the Committee of any Savings Bank which has advanced money to Co- 
operative Societies must at least once in every three years undertake a detailed examination 
of the position of the assets of such Societies.* 


Florence Savings Bank and Agricultural Credit. 

126. An instructive illustration of the way in which Savings Banks in other coimtries- 
adapt their methods to the special needs of agriculture is furnished by the stetement sub- 
mitted to the American Agricultural Commission last year by the Director of tlie Florence 
Savings Bank, who said : — , j. £ 

“ The Savings Bank has introduced a novel feature of great benefit to the farmei-s, ;. 
i.e., it grants loans on mortgage security in the form of open accounts. _ The borrower ■ 
under this system does not withdraw all the money he is entitled to by his mortgage, but j 
is given a cheque book. The borrower can return to the Bank any part_ of the loan for i 
which he has no use, and he only pays interest on that portion actually in use. This is 
of gi-eat benefit to the farmer. Such loans are made for agricultural and other purposes ; 
but as the Savings Bank is particularly desirous of promoting agriculture, it gives special 
advantages to borrowers who can show that the money is required for farm-improvement 
purposes. Ojie advantage is that the money is loaned at a lower rate of interest.”! 

Numerous similar examples are furnished by other Savings Banks in Italy and else- ■ 
where. 


State Savings Bank Deposits used for benefit of AgriouUu/re in various countries. 

127. Information as to the manner in which deposits in Government Savings Banks 
in certain foreign countries and British possessions are employed is contained in a Parlia- 
mentary Return issued in 1912.J From it the following facts are taken relative to the 
utilisation of such deposits for agricultural purposes. 

In Austria advances to Agricultural Loan Societies, to Mortgage Banks, and to similar 
institutions, may be granted from Savings Bank funds, but omy on certain stock being 
produced as security, and not for a longer period than three months. In Belgium a portion 
of the funds may be invested provisionally ox permanently, according to the form and 
duration of loans, in advances to agriculturists, or to Agricultural Credit Associations. 
The loans to agriculturists are efiected through Associations (comptoirs) which guarantee 
to the Savings Banl<s the repayment of the advances made. 

In Roumania, Government Savings Bank funds may be invested in Government 
securities in land, in urban and rural Credit Bonds, and in shares and Agricultural Credit 
Banks ; while in Russia the Savings Banks direct special attention to the Mortgage Bonds 
of the Nobihty and Peasants’ Land Banks, which are Government institutions under the 
supeivision of the Minister of Finance. In several other European countries, however, 
such as France, Italy, Portugal, and Sweden, the Government Savings Banks are not 
authorised to make advances to Agricultural Credit Associations or to similar institutions, 
thus furnishing a strildng contmst to the aid of this nature afforded by non-State Savings 
Banks, as in Italy. 

Limited use for rural credit purposes of Savings Bank deposits in British jPossessions. 

128. Turning to the portion of the above Parliamentary Return which deals with the 
practice in British possessions, it appears that with very few exceptions the funds of 
Government Savings Banks cannot be used in the making of advances to Agricultural 
Associations, or for similar purposes. In New South Wales, however, a portion of the 
funds can be invested in debentures, issued by the Advance Department, which has been 
instituted for the purpose of lending money to farmers and settlers on the Credit Foncier 


* For further details, see trauslation of Statutes of a Prussian Savings Bank, contained in the Appendices 
to Report on Agricultural Credit and Co-operation in, Gennany, pp. 77-8. 

f AgricitUuTol Co-operation and Rural Credit in Europe. (Senate Document 214, 1913), p. 42 
j Parliamentary Paper, Cd. 6300, 1912. 
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system of lor^-tenn loanSj repayable by half-yearly instalments of interest and principle, 
the minimimi loan being £50, and the maximum £2,000. In Victoria a certain proportion 
of the Savings Bank funds may be invested in mortgages of real estate, and in this way 
farmers are assisted. In Western Australia, advances are made for the repurchase of 
agricultural lands on the issue of debentures, the advances being in each case secured on 
the Consolidated Revenue Fund ; advances can also be made upon the first mortgage 
of any land in Western Australia, on certain conditions. In Newfoundland a small portion 
of the Savings Bank funds is invested in mortgages on real estate. In India the net deposits 
of the Savings Banks are treated as forming part of the funds available for capital expendi- 
ture on productive works, such as railways and irrigation. 

129. From the above outline showing the extent to which Savings Bank funds are 
used for agricultural purposes in various countries, it seems evident that in this matter 
Germany has evolved a method which entails a minimum tying -up of funds in comparatively 
unproductive securities, gives much freedom of investment, and affords a maTimnm of 
assistance to the economic progress of the country. The contrast between this beneficial 
system and that under which £15,000,000 of the savings of a comparatively poor country 
like Ireland is transferred for investment in Government Stock, Exchequer Bonds, Egyptian, 
Greek, and Transvaal Securities, &c., is too striking to require further emphasis on our 
part. “ Obviously, it is only in those States which grant to Savings Banfe the free use 
of their funds that these institutions can directly benefit agriculture. In England and 
in France the whole savings of the country are drawn into the Government treasury which 
holds them as a floating loan repayable on demand, and uses them simply for State pur- 
poses, instead of allowing them to fructify in the localities where they are produced.”* 
Direct advances from Irish Savings Banks’ deposits to Credit Societies not recommended even 

i;f such a course were possible. 

130. From the Section of our Report dealing with advances from State funds to 
Credit Societies, it will be seen that we do not think it desirable that such advances should 
be continued, save in the most exceptional circumstances, from the funds of the Department 
of Agriculture or of the Congested Districts Board. Past experience has shown that loans 
of this nature are in many cases treated as permanent grants, the State being regarded 
as a creditor whose resources are practically exhaustless, and to whom, therefore, pimctual 
repayment is a matter of indifierence. We do not, therefore, propose that any portion of 
the Irish Post Office or Trustee Savings Bank deposits should be made available for direct 
advances to Credit Societies. 

Apart from other reasoi^ against such a proposal, it woidd not, we are convinced, 
be considered feasible by the responsible authorities. A reply was given in the House of 
Commons on 22nd April, 1913, on behalf of the Treasury, intimating that there were serious 
•financia.] objections to the proposal to finance Agricultural Credit Societies in Scotland 
from the funds of the Trustee Savings Banks and the Post Office Savings Banks. On the 
same date the following reply was given by Mr. Masterman to a question as to whether the 
Treasury would consider the advisabihty of an advance being made from Irish Post Office 
Savii^ Banks deposits for the purpose of erecting labourers cottages : — 

“ The proposal that direct advances should he made to Bisli public bodies for the purpose of erectiug 
labourers’ cottages is contrary to the weU-established princmie that the investment of Savings Bank 
moneys should be restricted to securities charged on the Consolidated Fund, or guaranteed by that 
fund, and is not, therefore, one ■which I could adopt.” 


Views of Select CommiUee of 1902 as to investment of Savings Bank Funds. 

130a. We note also that the Select Committee of theHonse of Commons on Sa-raigs Banks 
Funds (1902) in dealing with the suggestion that Savings Bank moneys might be invested 
in any Trustee stock, stated : " It cannot be too olraily understood that the State, as 
representing the taxpayers, holds the deposits in Savings Banks as a banker and not as a 
trustee. The taxpayers are liable to tlie depositors for nothing more than the amoimt 
of their deposits, and such interest as the best security in the world (namely the cr^it 
of the taxpayers of the United Kingdom) commands. In return for this habihty, thej 
are entitled to deal with the money deposited as they choose ; and it is not to their advantage 
that it should be invested in anv less secure investments than those whmh rest on Iheii 
own credit. But if it were transferred to less secure investments any increased mco^ 
resulting from the decreased security would properly belong to the 
to those® who had deposited their money with them^ It is by. no “““ ^ c ^ 

that the income of &e Savings Banks Fund would be matenally 
transfer Tour Committee cannot recommend the proposed extension of the area of in 

vestment. They beheve it would be a dangerous precedent for the of 

think it conducive to the public beneht that the amount held by t he Sye on behalf 

Septyr/ oh Zand and AgricuUural Banks (Nicholson) p. 199- q 
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depositors in Savings Banks, already so vast as not to be without some risk to the credit 
of the country in the event of a grave national disaster, should be artificially increased 
by offerin g to depositors, at the expense of the taxpayers a higher rate of interest tliaa 
their deposits oa£ earn without diminishing the security of the investments in which tie 
money is placed.” * 


( 


DesimhiUty of aUracting portion of Savings Bcmics’ deposits to Credit Societies. 

130b. We see no prospect, therefore, of the Irish Savings Bank deposits being diverted : 
by the State to more reproductive purposes than at present. Any recoiamendation la 
favom- of the direct utilisation of these funds in the sphere of rural credit would also 
presumably be outside tbe limits imposed by our Terms of Reference. 

We are of opinion that every effort should be made, by the estabhshment ot a sound 
system of Co-operative Societies, with effective supervision and au^t prangenients, to 
attract from the Savings Banks a portion of their deposits, especially in rural district. 
Even if in each of the parishes of Ireland a sum of only £1,000 was thua made available, . 
a total of over £1,000,000 would have been; retained m this country for the financiaj ; 
assistance of the smaller agricultural classes in the way of loans at a reasonable rate of ; 
interest and with convenient terms for repayment. An increase of this nature in the 
deposits of the Credit Societies would be a much more healthy, phenomenon, and more ^ 
conducive to the true economic welfare of the country, than the present large accumulation | 
of Savings Bank deposits destined for investment outside Ireland. j 


CONCLUSIONS. 


Paras. 102.103a, 

ni- 2 . 


Paras. 107.110. 


Paras. 118-4, 119. 


Paras. 120-127. 


Paras. 130.130b. 


Paras. 117-9. 


Para. 130b, 


131. Your Committee’s conclusions in regard to the Post Of&ce and Trustee Savings , 
Banks in Ireland, in rektion to rural credit, may be summarised as follows : — ) 

(a) The very large sums now on deposit in country Post Offices in Ireland prove that ? 
there are ample funds in these localities for the purposes of agricultural credit if the { 
confidence- of the small depositor could be* attracted. _ l 

(fe) The earlier history of the Trustee Savings Banks emphasises the absolute necessity ” 
for strict inspection and audit arrangements in connection with any bodi^ dealing with ) 
the receipt and investment of moneys, especially the funds of small depositors. 1 

(c) A grave economic in]ury is done to Ireknd by the transfer of £15,000,000 of the § 

savings of her popuktion to England for investment in Government securities. Much i 
of this amount could with advantage, we believe, be utilised in the sphere of rural credit j 
and in- other reproductive directions. * 

(d) The various ways in which the deposits of the Savings Banks of Germany, Italy, i 
and other countries (including some Government Saving Ban&) arc made use of as sources ' 
of agricultural credit and for simikr purposes afford instructive examples of the repro- , 
duotive use of the people’s savings. 

(e) Even if such a course were found feasible by the authoriti^, we would not recom- 
mend the making of direct advances to Credit Societies in Ireknd from Savings Banh ' 
funds, save in very exceptional cases. Our reasons for this view are fully stated in the 
Section of our Report dealing with State advances to Credit Societies. Nor have we 
thought it necessary to consider the details of any schemes for the direct assistance by the 
State of rural credit in Ireknd from Savings Banlcs funds, in view of the extreme improba- 
bility that authority could be obtained to utilise in this manner even a portion of these 
funds. Our Terms of Reference would also presumably preclude any recommendation 
of this nature. 

{f) As the majority of the depositors in the Trustee Savings Banks of Ireknd belong 
to the urban rather than to the rural popuktion (two-thirds of the total accounts beir^ 
in the Dublin, Belfast and Cork Savings Banks) the possibility of utilising for rural credit 
pmposes any of the funds now going to these Banks is small. 

(g) The most immediately feasible and generally satisfactory method, in our opinion, 
of turning to account reproduotively a part of the large amount now on deposit in Irish 
Post Office Savings Banks, especially in rural districts, is the organisation of a sound 
scheme of co-operative credit on the lines proposed in our Report. 

This would lead, we believe, to a gradual and beneficial transfer of a portion of the 
funds of the Post Office Savings Banks to Credit Societies, and would after a time furnish 
the latter with sufficient capital (when taken in conjunction with Bank overdrafts) to 
meet all the reasonable current borrowing requirements of the medium and small agricul- 
tural ckases. 


* Report of Select Committee on Savings Banks Funds [282, 1902], p. v. 
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SECTION III. 


mONEYLENDEES AND THE AGEICULT0EAL CLASSES. 


Tour Committee have endeavoured to obtain reliable mformation as to the extent 
to -which the agricultural classes in Ireland resort to professional moneylenders for the 
pu^ffie of obtaining funds, and as to the reasons which iniuenoe them in this course of 

Besokt of many Industeious Faemees to Moneylendees. 

1 From the nature of such borrowing transactions and the secrecy usually sough-t 
for in regard to them, it was inevitable that considerable difficulty would be experienced 
hv is 4 gathering first-hand information from persons who had themselves been customers 
rfSoSending firms. Deserving and industrious farmers frequently resort to this 
Mm°ora methol of borrowing mainly from a desire to prevent their neighbours becomi^ 
of Their financial necessities ; the wished-for secrecy can natura’fly be mom easily 
secured by dealing with moneylenders in a city or town some distance away than by seeking 
foiTmetils to safisfy a Joint Stock Bank in the immediate neighbourhood. 

The Chief Registrar in Banlouptoy in Ireland, in givmg evidence in 1898 before the 
Select Committee on Moneylending, stated 

.. 1 l,»v. W,i Motmed bv solicitors connected vritli some oi the principal banks in Ireland, who 
I have been intormed^ moneylendeis, although they could get money 

have reason to know that persons n g . the moueylendeis, 

from the banks at a nrneb ?hS toy aie tooS L™ey ' If a man went in and obtained 

Srn^T^iTarabSr^neighbom^^^^^ 

EtapTS ofS; »e. ■“ 

of Mayo ; she borrowed money from a Belfast moneylender. 

183 We leave out of consideration the improvident and reckless chronic honower 

IT' fw. L.O rwi +n rnoiith geizes everv opportuiuty to get possession ot read^ money 

who, -living from hand to ^ ^ gs of the inevitable ultimate consequences. 

onanyteimstomeeturg6ntrequnements,regaicuesso^ frequent "trust” auctions. 

These borrowers are on a level m R next day^for £8. Such persons easily 

and who buy an animal on credit for £ professional usurer. Even the most 

get entangled in the snares so wiiffily sprea J , r gpecfal needs of the agxicuitural 
Lple supW of credit on theyTould not 

4 reSedTTffitTorth^ "weU-— d Credit Society or smiilar lending organisa- 

“”' 134 . Nor are we concerned with tho- “m at tiie otte 

who, through habits of extravagance monevlendeis. Such borrowers are, as 

embarrassed, and accordingly ^ek ® f y-po ttey run and of the high and often 
a rule, educated persons who are fully f aflorded to Vm. 

exorbitant rates of interest they ought by the transaotlons of moneylenders 

The greatest economic and social in]uiy S J , spendthrift small borrowers or 
in Ireland is not, we believe, “ ST“a“S?di™ ~ 

of persons in high social position, -wishing to conceal their position, have 

themselves m teinporary financial ^ jims -whose circulars are so widely 

recourse to one of the numeroM “ J advertisements occupy so large a space 

distributed through the post, 
in many city and provincial Irish new p p 

Apvebtisements and Cieoulaes of moneylender. 

136. One of the Wrongest proofs whmh jfe hav^^^^ 

to the large business which must he done in this county ^1 _ 

of the Select Camniiiee on ManajUaiini, 1*98, (IT -H- «. 

* See Minutes of Evidence, Rej) 0 )t oj we aan ^ ^ 

A. 3430. 
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Shicis, to which their advertisements appear in the press. One witness handed in a copy of a 
Belfast paper, in two columns of which no less than fourteen advertisements of separate 
moneylending firms appeared, thirteen of them having addresses in Belfast, and one in 
1,9140. Duhlifl. Another witness handed to us a Limerick paper containing on one page six 
prominent large-type advertisements of moneylenders doing business in Limerick, Wexford 
Tralee and CJlomnel. It is needless to say that these advertisers. North and South, were 
at one in promising to the borrower absolute secrecy, in requiring only note-of-haiid personal 
security, m repudiating the idea of fees or fines being accepted, and in arranging terms 
of repayment solely with a view to suit the borrower’s convenience. In short (to quote 
from an interesting article The Usurer in Ireland, written many years ago by our colleague 
Rev. T. A. Finlay),* the moneylender is “ as far as the newspaper advertisement reveals him’ 
a benefactor of his kind, seeking to employ the wealth with which Heaven has blessed him' 
in kindly service of Lis fellow-man.” ■ ’ 

The same outstanding feature of moneylender’s advertisements was referi-ed to in a 
recent leading article in the Times : — 

“ With many varieties in detail, the circulars agree in one thing : the moneylender’s chief object 
is to help his customers. He happens to have money for which he has no use. He knows the needs 
of others less fortunate. He would fain minister to them. Most of the circulars express indifference as 
to the amount to be advanced ; it may be £500 or £50,000 ; it is all the same to the lender ; he will 
give just what borrowers need or what they do him the “ favour ” of asking. He is not particular about 
security, or about quick repayment. He is thinldne chiefly of the interest and convenience of the 
borrower. He charges no fee and asks for no bill of sale or deposit of deeds or guarantee by a friend 
A prnmissoiy note or a post-dated cheque is enough.” t 

Information as to Rate of Interest rarely furnished hy Moneylenders. 

136. With very few exception the advertisements which we have seen give no clue 
^_the actual rate of interest which is charged. If any information is vouchsafed, 
it is usually confined to the terms of repayment of the principal of the loan, such as “ Loan 
of £6, repayable weekly, 2s., or monthly, 8s. ” ; this, it will be seen, furnishes no guidance 
whatever as to the cost of the loan. When information as to the rate of interest (usually 
the apparently modest rate of 5 per cent.) is supplied^ the important words “ per annum ” 
are missing, the actual charge made often amounting to 5 per cent, per month, or even 
per week ! The charging of a special fee for inquiry expenses, &e., which is often not 
returnable whether a loan be advanced dr not, is another familiar feature of these 
transactions. . . 

The extensive press advertising thus done by moneylenders is attended by the very 
senous danger that newspapers which obtain a large income from such advertisements 
may be tempted to suppress reports of Law Court and other proceedings which rniaht 
tend to damage the interests of these profitable advertisers. Even during the course 
of our sittings we have had, on certain occasions, practical proof that this danger is not 
by any_ means an_ imaginary one. It is obvious that if a moneylending office can afford 
to continue inserting expensive advertisements in varioui papers circulating mainly among 
the ruml classes, such a course must prove remunerative;' and the proof is still stronger 
when it is found that numerous competing firms, of the same type and operating in the 
same area, continue to spend money freely in making known their functions. Evidently 
they find a steady demand for their seiwices, or at any rate see the certainty of such a 
demand being created. 


Avoidance of the publicity of the Law Courts hath hy moneylenders and horroioers. 

137. The cases which from time to time reach the Law Courts for enforcement of 
release from claims are, we need hardly say, small in number when contrasted with the 
mass of moneylending business transacted. Again to quote from the above-mentioned 
New Ireland Reimw article :— “ It is for the interests of the usurer to avoid the pubhcitv 
of the courts as far as possible, to have as little as possible of the light of judicial investi- 
gation cast upon his proceedings. Nevertheless, he must sometimes come into court. 
A t times he must apply to the law for help to despoil his victim, and in making this annlica- 
tion he runs the risk of exposure. He will often escape, no doubt, so oftS indeed that 
he IS likely to grow overbold in the end. His debtors are usually broken and spiritless 
men— there is nothmg which more effectually crushes out manliness of spirit than the 
grasp of the usurer— -and they rarely have enoi^h courage left them to face him in the 
open court-. When he sues them the suit will be undefended, and a decree will be eiven 
tor the amount claimed, without comment from the Court. ' ® 


*Neui Ireland Review, July, 1894, p. 306. 
^Times, 15th July, 1912. 
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“ Occasionally, however, things do not run their course so smoothly. Some debtor 
has enoi^h vigour of character left him to defend himself at law, and then the court and 
the public are enl^htened as to the nature of the lending transactions in which the benefi- 
cent owners of certain money-offices engage. The court and the pubUc are duly shocked 
at the revelation ; the presiding judge is severe upon the iniquitous ways of the usurer, 
and goes as far as the law a,Uows him to save the struggling victim from his clutches. But 
the indignation of the Bench and the public passes away in time, the strictures of the judge 
are forgotten, and the usurp phes his calling without hindrance tiU a new scandal rou^s 
again a momentary attention. * 

As pointed^ out by the Select Committee on Moneyiending," moneylenders often take 
mto consideration, as part of their security for payment for unjust claims, the dread of 
the consequences to the borrower of any publicity of the transactions with them into 
which his misfortunes have led him. . . . Borrowers will often submit to almost 
any degree of oppression m order to bide the consequences of their folly or misfortunes.”! 

Your Committee need not, however, emphasise the well-known evils of the 
moneylending system, associated with various familiar surnames, Jew and Gentile, and 
with more general titles, such as “ City and County Loan Co.” ; “ Advance Co.” ; 
“ Discount Co.” ; Private Loan Co.,” &o., one firm at times trading under several distinct 
aliases or secretly co-operating with other firms so as to pass on the unfortunate victim 
from one to the other by the cruel device of leading him to think that the beneficent and 
timely assistance of the second moneylender—whose circular has arrived by post apparently 
so opportunely — ^will enable him fully to discharge his existing obligations and get upon 
his feet again. As Chairman of the Select Committee on Moneylending, which issued 
its Report in 1898, yon are fully conversant with the many ramifications of the system, 
‘and tne untold misery brought upon innocent sufierers. 


Moneylend/ing Acts of 1900 and 1911. 

138. The following are the main provisions of the Act of 1900 (63 & 64 Vie., c. 51), 
which was passed as a direct result of the Report of the Committee on Moneylending! 
A Court is empowered (when satisfied that the interest, fines, &c., on a loan made by a 
moneylender are excessive, and that the transaction is " harsh and unconscionable,” or 
is otherwise such that a court of equity would give relief) to re-open the transaction and 
to relieve the person sued from the payment of any sum above that adjudged reasonable. 
A moneylender is compelled to register as a moneylender under his own or usual trade 
name, and in no other name, and with the address, or all the addresses if more than one, 
at which he carries on business ; and to carry on business in no other name en d at no other 
address. The expression “ moneylender ” is defined as including “ every person whose 
business is that of moneylending, or who advertises or announces himself or holds himself 
out in any way as carrying on that business ” ; but certain persons and bodies, such as 
pawnbrokers, bona-fide banking and insurance businesses, &c., are excluded from the 
definition. 

The amending Act of 1911 (1 & 2 Geo. 5, c. 38), made certain provisions safeguarding 
the rights of bona-fide holders for value, in cases when notice had not been given to them 
of any defect in the agreement with, or security taken by the moneylender, due to tbe 
operation of tbe Act of 1900. It also prohibited a moneylender from registering under 
any name including the word “ bank,” or under any name implying that he carries on 
banking business. 

Comjiarative failure of Legislation. 

139. These Acts, from the operation of which much was anticipated, appear to have 
done little to lessen the evils aimed at. Some of the causes which have led to this failure 
axe touched upon in the chapter on moneylenders in Peoples’ Co-operative Banks, X written 
by Mr. H. C. Devine, Secretary of the Urban Co-operative Banks Association. 

“ 1 do not think I am exaggerating when I say that no Act has more signally failed to accompJiBli 
its object than this one. So far as I am aware, it has done little or nothing to lessen the evils against 
which it was directed. Professional moneylenders continue to flourish under what have been ironically 
described as its ‘ protecting ’ clauses, hardly any prosecutions have been instituted for the, offences 
mentioned therein (for the simple reason that they may be committed with impunity and their penalties 
evaded), their victims rarfely get redress from the Courts on account of the ineffective drafting of the 
Act, and they themselves continue to flood the country with their specious circulars a,nd deceptive adver- 
tisements, and to wring extortionate inquiry fees, interest, and fines fi-om their victims as lieretofore. 


*New Ireland Eeview, July, 1894, pp. 307-S. 

fReport of Select Cwnmittee on Monei/lending [260-1898], p. vii. 

XPeople's Co-operative Banks, pp. 98, 99. 
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“ To tLe lay mind it wonld appear comparatively easy for a Court to decide wlien the interest on a 
loan was excessive and a transaction harsh and unconKionable. but our judges have generally been unable 
to the conduct of moneylenders as such {at all events m a legal sense), unless defen^nts could 

demonstrate the possession or anticipation of considerable means, which of course is out of the power 
of the generality of poor persons who rteort to moneylenders. • , , • x ... i i 

“ mat has been done, however, in occasional instances, when unconscionable interest has been 
charged, has been to make orders for the amoimts to be paid by extiemely small monthly instalments, 
but this could have been done under the old law.” 


A lecent ■writer states ; — " The Moneylenders Act has been on its trial for thirteen 

years, and has not fulfilled the e^ectations of its champions. Itistrim. . that compulsory 

registration has been of great advantage in unmasking and identifying the worst trans- 
gressors. The amending Act of 1911 has also been useful in prohibitmg moneylenders 
feom being registered as bankers. But many of the old abuses remain. . . Despite the 
Act, interest at the rate of anything up to 1 ,000 per cent, is still exacted and paid. . . So 
long as the decision of the Judge remains a matter of speculation, 'the moneylender, by 
nature a gambler, ■will very gladly ■take the risk ; and here again, as^in the signing of the 
original contract, the dice are loaded against the unhappy borrower. * 

Many other sirnila'V explosions of view as to the extremely disappointing results of 
legislation upon the subject could be quoted did space permit. 


Proposed further legislation in regard to Moneylenders. 

140. It is clear that public opinion is not at all satisfied -with the preset position 
of affairs. This was evidenced, for ins'bance, by the widespread and cordial approval 

E *ven to most of the provisions of the Bill introduced by Lord Newton in the House of 
ords in July, 1913, f the aim of which is to compel a moneylending company to describe 
itself as such ; to insist on a moneylender giving his own name in addition to the assumed 
trade name he may have adopted ; and to prohibit the sending of moneylenders’ circulars 
to any person save in response to a ■written request received from that person within the 
preceding seven days. 

We notice that a Bill to amend the Ac-te of 1900 and 1911 was introduced into the 
House of Commons in February, 1914. The main provisions of this Bill are : — 
A moneylender shall register under a name which comprises his o'wn name and his 
■usual trade name (if any), and in no other name, and with all the addresses at which he 
carries on his business. If the moneylender be a body corporate, the words “ money- 
lending company ” shall be part of its corporate name. A moneylender “ shall in no case 
chai'ge or receive more than fifteen per cent, per annum upon any loan granted by him or 
on his behalf.” A fine not exceeding £100 fox a first ofience ; and imprisonment for not 
less than three months, with a similar fine, on a second or subsequent conviction, are the 
proposed penalties. Heavier fines are to be imposed upon a body corporate. The bill 
also prohibits the sending of 'written documents inviting any person to borrow money% 
except in response to a ■written request received within the preceding seven days. In the 
case of a married man, no bill of sale or other security on the contents of the borrower’s 
home is to be taken by a moneylender "without the consent of the borrower’s wife. 

It will be noted that the main difference bet'W'een this Bill and that introduced by 
Lord Ne'wton is the proposal to fix a maximum rate of interest on loans. Such attempt 
would, in our opinion, prove impracticable. This, we note, was also the view of the 
Moneylending Committee of 1898. 

Your Committee desire to record their opinion that legislation on the general lines 
proposed would be of considerable benefit to Ireland. From the evidence received 
at our Inquiry it is clear that the operations of moneylenders in this country are stiU a 
source of much real hardship, and any legislation tending effectively to curb their activities 
and to restrain their circularising propaganda, would he extremely useful. J But we are 
not sanguine as to their operations among the rural classes being materially diminished, 
save by the gradual setting up of a competitive system of small agricultural credit on "terms 
suitable to the needs of the small borrower, and as readily accessible as the Private Loan 
Bank or the Trust Auction. 


*Article on " Moneylenders,” Times, 9th July, 1913. 

t See Parliamentary Debates, 30th June, 1.913, 689-697, and Moneylenders Bill ordered to be printed 
23rd June, 1913 (No. 77). The Bill was read a third time, and sent to tlie Commons, on 4th March, 1914- 
J In speaking on this subject, the Earl o£ Meath, dui'ing the debate on the Moneylenders Bill in the 
House ot Lords, said : “ 1 am pestered almost day day with these circulars. What 1 do is this. I send 
Mr. A’s letter to Mr. B, and vice-versa, because 1 think it is sad that the circulars should he wasted — and I 
do not pay the postage ! But I continue to receive them all the same.” (Parliamentani Debates, Bouse 
qf Lords, 30th June, 1913; 
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Bvidewe of Chief Registrar in Bankruftcy as to increase of moneylending in Irdand. 

141. The Chief Registrar in Bankruptcy for Ireland in giving evidence in 1898 before 
the Select Committee on Moneylending stated that very serious abuses existed in conse- 
quence of the moneylending system in Ireland, which had greatly increased since his 
appointment in 1881 : 

Q. “ Have moneylenders increased in Ireland since then 1 — A, Both moneylenders and moneylending 
ti'ansactioiia. I shonld say we have perhaps six or seven of them now for one that we had at the time 
of mv appointment- . ,• « j tit n i 

6. “ Who are these moneylenders? Are they of any particular nationality t — A. vyell, a large 
nnmber of them are Russian jews who came over, I fancy, on account of the persecution (as it was 
called) of the Jews* in Russia ; but, of course, we have them of all nationalities ; and a good many 
r.t the’neonle who lend to the Irish people that come before me, are Loudon moneylenders, 

Q. With ofaces established in Dublin 1—A. Some of Uiem have offices there, and some of them have 
nnt • some of the loans are dealt with at their London offices. , 

’o. “ At all events, you have noticed a great increase both of moneylenders and moneylendmg trans- 
actions in Ireland since your appointment in 1881 ‘i—A. Yes; since my appointment m 1881, and, m 
some instances, at all events, at higher rates. ^ ^ „ 

Q. “ Higher rates have prevailed generaljy ?— A. Yes. 

The following is a further quotation from this interesting evidence ; — 

Q “ Do I gather from your evidence that yon are satisfied that there is an immense number of 
usurious transactions in Ireland ?— A. A very large amount. • i 

0 “ And that it is increasing ?-A. And that it is increasing, and increasing largely 
t “ aSa moreasbg amongat i.rmeM U-A. I ttink ». U has gone do™ to tke fa.meis and 

stopkeepe^^^ Li.h Land Acte i>, is it not, that tke fmmer has an interest that he ean 

dispore moneylenders, in the numerous eases that have come before you, 

aWs tried to get a mortgage on that interest !—rl. What they generally do, I think, is not to get a g„p„„.»23-a 

mX? o« atS toteresh but to get judgment agsiust the man, and then register the judgment as a 

‘Eegister the judgment and make the man bankrupt Then they may make tie mmi 

31:5 S sni-i £ 

charges.”t 

Considerable weight must be attached to this opinion of one with 
m the facts It will be noted that the period referred to (1881-1898), 

™ one fnSiVrtAnt Irish land legislation was passed, and coming into operation. . 

Iaugb moEisASE in numbee op Monetlenmes Eegisieeeb in lEElANB. 

kave been registered since the passing of tbe Act of 1900. 


1st Nov., 1900 to 31st Dec., 1900 
Year 1901 . . 

Year 1902 . . • • 

Year 1903 . . 

Year 1904 . . 

Year 1905 . . • • 

Year 1906 . . • • • • 


Year 1907 
Year 1908 . . 
Year 1909 
Year 1910 . • 
Year 1911 . • 
Year 1912 . . 
Year 1913 . . 


. The Census returns show that ths yeat „"fT™ pe^" 

mone^ender., hcenee must ^ re.e^dg^^^^^ 
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The total Nnmter of E-egistered Moneylenders’ Offices in August, 1913, was 274.* 


We have ascertain^ the occupations or description of the above registered money- 
lenders, as far^as such information is available in the official records. Fifty -one return 
themselves as shopkeepers ” (45 of whom are in the cities of Dublin, Belfast, and Cork), 
23 are described as financiers ” or “ accoimtants,” 30 are “ married women ” 8 “ widows ” 
8 pawnbrokers 6 ‘'auctioneers,” 9 " agents ” or " traveUers,” 3 “farmers” *2 
laboui-ers, ^wffile other occupations include “clerks,” “carpenter,” “art master,” 
upholsterer, ^sculptor, housekeeper,” “ knight,” &c. Moneylenders trading under 
such names as Caty and County Loan Co.” number 57 of the total. 


A Peasant Propieta/ry can offer better security to moneylenders than tenants. 

144. Tlie large increase in moneylending transactions in Ireland in recent years may 
have been attnbuteble m some degree to the fact referred to by the Registrar in Bank- 
ruptcy, %.e., that the farmers were acquiring a greater negotiable interest in their land, 

two or I'egistsi-ed on same date, i.e., one registration in many cases covers 
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and were therefore becoming more promis^ customers of moneylenders, in view of Se© para. ui. 

the better security which they were in a position to ofier for advances. The history of 

other countries would certainly seem to support the contention that peasant proprietora 

are peculiarly liable to the temptation to burden themselves with debt secured upon them 

land. But there is another side to the matter ; and in Ireland, in some districts at any 

rate the new tenant purchasers appear to have shown extreme circumspection in 

borrowing upon the security of their holdings. 


Report on financial condition of Irish tenant-purchasers in 1903. 

144a.. In the Eeport drawn up in 1903 by our colleague, Mr. Commissioner Bailey, on 
the condition of Tenant Purchasers under the Land Acts*, he stated : “ A noteworthy proof 
of "the improved financial circumstances of the Tenant Purchasers is the great care and 
evident hesitation with which they accept a loan. They are more cautious than of old 
ia availing themselves of their credit. The insolvent man will borrow money where ne 
can and when he can. The man who has a property that can be made liable, and who 
knows that he must repay, acts with much greater care and circumspection. . _ .On 
an estate in Kilkenny we found that the Tenant Purchasers are adverse to borrowmg mo^y 
for any purpose. They consequently limit their expenditure on improvements to what 
they can supply themselves. They are afraid to run risks that they do not clearly see 
then way to meet. . - Contrary to what rmght be expected, and mdeed 

to the experience of other countries, the Purchase system has up to the present been un- 
fruitful to the ‘ Gombeen ’ man, who in many districts has not alone failed to extend 
his business, but has actually disappeared altogether. This we found to be the case on 
an estate in Sligo, where, before sale, a moneylender did a considerable business, who has 
now disappeared, leaving no successor.” _ , 

On the other hand, in referring to an estate in Ulster where the solvency of the 
puiciaseiB liad improved to a remarkable extent Mr. Bailey added : On tbis estate 

our Inspector found exceptions to tbe general rale or improvement. &me of tile outi™ 
holders were in bad circumstances, and did not treat their land well. These were described 
by a local clergyman as worse o8 since the sale of the estate; 'theywere, he said, laner 
inclined to work, spend more in whiskey than before, and the district is overim mth 
Jews and moneylender!’” These were, however, admittedly, very exceptional cases. 


Pbesent Extent of Eesoet to Moneylendees by the Aoeictiltueal Classes. 

146. No safe generalisation can, we believe, he arrived at asto the precise mEueTO 
land purchase in Ireland upon the relations of farmers with moneylenders We slmU have ^ 
occasion to deal with indebtedness in a wider form when treating ™nd 

mav sav here that in our opimon the present tune— when as a result of the band Acts 
of 1903 and 1909 the soil of Ireland is passing on a vast scale 
proprietors^alls for special precautions against the wiles 

or Scntile who will assuredly not be slow to avail themselves of the favourable opportiimty 

^”1nm*lf,Ss™:"to the extent, to which Irish farmers m^of funds^at 
while rehahle first-hand information in regard to 

Evidence firnn Co. Waterford as to increase in nwncyhniers' opcra*«>«. 

146. One of the witnesses who was of f mS 

tie increase amongst the farming class was ^v John M tann, p.r. (no 
County Waterford Committee of Agriculture), who said 


" lu the fii'St place I wish to apeak about moneylenders. learn that there 

years, and they send circulars to every fanner m the_ t;he most seductive Isng^nage. 


nd they send circulars to every fanner m the_ pansh. -oi^ed in the most seductive language, 
is not a single farmer in the parish who had not received a , ‘Llenders in Dublin. He did 

One of the f^mers came to me and said he had ^ 2nt^£3 or £4- to the moneylender to 

not tell me the whole story, hut it came out later on. He had sent to 


-^See House of Oommone Return, Land FurcJme Ads, 1903 (No. 92). pp. 10, U- 


H 
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omei eipeEses Tie moneylender «int an additional .clednle ol quenee of tte m^t eittaoidinaty ! 
S an^ making the tiing ioie difficnlt. The man came to me and asked me to write to the my 
lender and I did so, tat got no answer. I met a poheenum and said, 'tais is a case that should h 
investigated Yon sionld® write to Duhlin to make enqmnes. Ho sold. There is no use nnleu tl, i 
man wlnld give evidence.' The man said, ‘ I would rather lose tte money toan give my name.' 6o 
he lost his money rather than mveal his financial weakness. These myeyl.nd.rs are sending round 
their ciroiilara, and they put up posters in the highways, mvitmg people to borrow torn them. They 

o!’'S‘i'^/toe°JtaitStock Banks that would deal fairly tath the farmers do^t soMt their ttade !_ 

A No I must tell yon a peoularity amongst these people, gome of our Joint Stock Banks are in a very i 
public position in our townS, and that class of ~ople would not lie to be seen going into them. 'Die, 
would rather go into a by -Street -where they woiiid not be seen. They are not able to i^lcidate the rate of 
interest. They don’t know what the terms are. men they are paying back they find to their j 

the terms are but they wiU not make known the dishonesty. I saw it recently stated that legal advice 
is given in England. Such an adviser in a parish would be very useful to gi^ve ad^ce patis. r 

Q “ Their local clergymen could give them any advice they require %—A. Perhaps he would be the [ 
very last man they would consult. I had occasion many years ago to ehcit from them how far they were : 
in 4e books of these moneylenders. It was when I intimated to them that it was possible that 1 would 
relieve them of their obligations to some extent, that they came round to me one after another— some 
fifteen or twenty of Before that they would not come to me at all. They were all m the hands 

of the moneylenders— not the present class of moneylenders, but those that were there previous to the !_ 
Acts of Parliament being passed.’’ 

Agrimltuml Labourers arid Moneylenders. ' 

147. An intelligent agricultural labourer who gave e-vidence at our sittings in Cork 
stated that the “ place was alive with ‘ Loan Banks.’ ” ...^ 


Q. “ Do you know how they charge 1 — A. I do, indeed, unfortunately. 

Q. “ What is the rate ?— A. Twelve per cent, on short loans, and Id. a week fine. 

Q. “ What is the length 1—A. They will give £1 for twenty weeks, and then will charge Is. ii. 
interest the first day, and there is Id. for a book. For every week that you fail to pay the shilling you 
are fined Id, for each £1 or portion of £1 charged. 

Q. “ Have they regular offices in the city 1 — A. Yes ; they call themselves ‘ Loan Banks. Of 
course, the poor man who goes to borrow in March is paying before he has got anything out of the land. 

Q. “ And he goes in March to get a loan for seed for his plot ? — A. Yes.” 

Q. “ Supposing the man got money in the early part of the year, would he be able to pay it back 
later in the year ? — A. Yes ; in August, because his potatoes would he available. He should not be 
asked to start paying hack 4e advance before he had the produce available.” 


From the Table abeady given, it will be seen that there are almost thirty money- 
lenders’ offices in Cork city. Undoubtedly widespread borrowing of this sort must be 
carried on by the poorer classes. The fact that many agricultural labourers resort to 
usurers for the funds to purchase seed for their plots in the spring is one of the numerous 
proofe your Committee have received that -fchis class stands in need of some system of 
credit suited to their special requiremen-ts, for they, more than any other section of the 
rural community, are outside the scope of the ordinary banking institutions. 

We are well aware that the thriftless and the idle form a considerable proportion of 
the customers of these city “ loan offices,” and that not every labourer’s half-acre plot 
left untilled and canying no crop save luxuriant weeds is in that condition solely througli 
lack of cy)ital. Character is as important a factor in this as in other spheres of human 
effort. But the fact is undeniable that in all parts of Ireland many deserving small rural 
borrowers, including agricultural labourers, through the absence of such a source of credit 
as a Co-operative &edit Society, find themselves practically forced to utilise the freely- 
proffered services of moneylenders, at exorbitant rates of interest, and with inconvenient 
periods for repa 3 onent ; or to resort to Loan Fund Societies, which are in many respects, 
1- as we have shown elsewhere, eminently unsuited for purposes of agricultural credit. 


148. Another case of a labourer resorting to a moneylender was brought underour 
notice in the North of Ireland. The Secretary of the Londonderry Loan Fund Society 
in speaking of the operations of moneylenders said : — 

‘‘ I understand that an initial deposit is required before the loan is considered, and if the application 
is refused the deposit is forfeited. One farmer had to pay 30s. for inquiry fees. I advanced him money 
myself ; 1 found he had paid 30s. inquiry fees, and that the moneylenders refused him the loan. 

Q. “ They charged him 30s. for making inquiries ? — A. Yes ; for car hire, and e^enses. 

Q. “ I beL'eve these moneylenders have offices in Derry ? — A. Yes. 

Q. “ Do they advertise in the papei-s ? — A. Yes. ' 

Q. “ Do you know lie character of the man -who paid the 30a. ? — A. Yes ; he is a very decent man. 

Q. “ Was he a farmer 1 — A. He waa a labourer and he purchased a holding. He thought from the 
adverfcisemente in the paper, that he would have no trouble in getting money. He was a labourer to a 
clergyman that I know. . 

Q. " The fact that he was a working man, and raised himself up to a position to purchase a farm, 
was all to his credit ? — A. Tea. He paid me within a few months the money I advanced him ” 
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Evidence as to Decrease in numher of Moneylenders in some Districts. 


149. While several witnesses, in addition, to those abeady quoted, stated that the 
operations of moneylenders amongst farmers in Ireland had largely increased in recent 
years in their districts, the information given us in regard to other districts was in the 
opposite sense. The following are a few examples 

A farmer residing near Ennis in speaking of the credit requirements of small 
agriculturists, said : — 

“ They cannot get it (money) unless a man who has money in the bank goes security for them- You t. White, 7866-8, 
must have a depositor in the bank as security. There is no other way of gettmg mone^. There were 7378-82. 
loan banks in Ennis years ago, and there were no securities required. If you did not repay in three months 
YOU would have to renew the bill. , , , ,, - 

Q. “ Are these banks still in existence 1~A. No, sir, they are wed out. There were three or lour 
of them in my time. , - , o w >> 

Q. “ So there is no opportunity for a small man of getting advances now i—A. JNo. 

Q. “ Are there any men about the country who lend money to the people ? — A. No ; not now, 
but there were some time ago, and in a great part of the country too. 

0. “ They used to lend money 'i—A. Yes ; at a big percentage. 

0 “ How is it that they have all disappeared ? — A. So far as I can see, the men who were lending 
the money died away, and no one of the family took up the business afterwards. There were three or 
four men lending money in the town of Ennis to my own knowledge, but there are none now. 

0. “ Perhaps they did not find it profitable ? — A. Yes ; and they found it was troublesome. 

Q. “ They round some difficulty in realising their debts 1 — A. Yea ; but the men who were lending 
kept on at the business until they died.” 


AEOtter farmer living near Westport informed us that there used to he private money- 
lenders in that town, but that he knew of none there now. 


Some instances have been famished to us where the estabUshment of successful 
Credit Societies has had in Ireland, as in Continental countries, the effect of dnnmisl^ 
the operations of the local moneylenders. lor example, the Secretary of the Ballivoi 
Credit Society County Meath, said : — ^ 17077. 

“ I know boiToweis who. before the Society was estatlisbed bad to pay per “at. There w«e 
local monevlondere before onr Society was started. They would g,ve a loan of £1 for la. a month, and 
that would he 60 per cent, per annum.” 


Key Dr M'Laughlin, of Armagh, explained that the ordinary banks wrae of little U007. 
immense infinenJ in the country. It has had hundreds of borrowers. 


Spedmem of Prommory Notes used by Momyhndors ; interest cUryed, 60 and 84 


IfiO Aa it is im-DOSsible to give too muck publicity to the real nature of the terms 

IftS frZb^rbring t» ouxWy, and hand in, the 
originals of the documents* referred to in the Mowing extract . 


lais 01 me aocumeuco trv.. — t.. , o < ? 16976-77 

Q. “ Have you any experience of tke ^I^hlTO^before ^^mLd three cases within 

gomg to refer only to what came under my names are in the papers every day. In the first 

the past few years connected with moneylendeis who ^ farmers could never find 

case the rate of interest is lowest, and it is put m «uch promissory note that the 

out what they would have to pay. 1 am assured y t js ‘ We iointlv and severally promise 

amount of the loan was £20. Here is the ^ Hke ski of six 

to pay the sum of six pounds ten shillmgs sum of twenty-six pounds he 

pounds ten shillings on each and every succ^ng q , instalments, the whole of the sum 

fully paid ; and in case default shaj be shaU become due and p^a- 

of twenty-six pounds, or so much thereof as slmll be the“ lema n g P ^ - £20 for three months, 

ble.’ The in^rest in this case amounted to 58ff pei cent. of 

At the end of the first three months, £6 10s. was par _ Lf,nths thev had lOs. remaining to work on, 
dz monthc another £6 M was repaid ; at the P“ 

and at the end of twelve months the whole thing as p was£20— £28 to be paid back as above , 

interest worked cut at 58H- per cent. In tie next case the loan was 
SO that the rate of interest in this case was even g 


•See reproduction in full of these doenmenta in Appendix 9 to the Minutes of Evidence. 
tThe rate of interest, was 84 per cent, per annum. 
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“ 1 saw also, where the borrower was told not to send a cheque of any kind, but to get bank-nota, ; 
and forward them in a registered envelope, which the moneylender enclosed. Here is the case of a loan j 
of £75. Pi’om the note you cannot ascertain what the amount was which was got from the moneylendei j 
in the begging. I have the promissory notes here. 

Q. “'Were the bovroweva local farmers ? — A. Yes.” 

Moneylenders should he compelled to state on promissory notes the actual rate charged. 

151 . The rates of interest per annum charged in the above cases {i.e., 58 and 84 per 
cent.), although high are, of course, often far exceeded in moneylending transactions. 

We believe that a most useful legislative provision would be one rendering it com- 
pulsory upon a moneylender to state on each promissory note the exact rate of iaterest 
which is being charged, ijso, in default of the payment of an instalment by the borrower, ’ 
the moneylender should, we think, he entitled to recover only the amount actually due 
at the time, with inter^t — not the total outstanding balance of the loan, the latter being 
a condition frequently inserted on prom^sory notes. 



152. The following case well illustrates the utterly relentless character of the usurers’ - 
operations, the co-operation which takes place between apparently different money- 
lending firms (probably the same firm at two addresses), and the possibility of collusion ; 
between usurers and a certain type of commercial concern to entrap the unwary. We ■ 
therefore reproduce in full the account of this transaction, for 'which we are indebted to 
Mr. James O’Regan, who was nominated by the Clare County Council as a witness. He 
said : — ^ 

“ Loan Banks and Discount Banks run by Jews and sucb land sharks are the cause of much unhappr- 
ness in rural districts. They usually operate from the towns. They advertise in the local papers to 
an enormous extent, and by adopting enticing advertisements, they alluie into the meshes of their nets 
the most innocent and deserving of our struggling farmer's. In a Limerick paper circulating in County 
Clare, quite one-fourth of its front page is t^en up constantly with advertisements of the hanks. 

{Tlie witness handed in a aypy oj a Limerick paper containing a number oj advertisements oj Loan oJid ' 
Lisoount Banks.) 

Q. “ Are these Banks kept by Jews ? — A. I think you have an occasional Gentile also ! 

Q. “ Are some of the people running the banks Jews ? — A. Yes. 

Q. “ So that would be a new feature coming into the country ? — A. You may be quite sure that two 
of the banks mentioned in the advertisements I have handed in are kept by Jews. They all promise to 
grant loans from £6 upwards to ail classes of people on their own personal security, whilst one lays special 
emphasis on the fact that the interest charged is moderate. , 

“ I know of a case myself where this gentleman charged a poor widow at the rate of over 70 per cent, 
per annum for the loan of £8 lOs. A short history of how ^e got into their toils and how she fared 
may interest the Committee, as I can vouch for the accuracy of me story in. all its details. She first, 
in answer to an advertisement, agreed to purchase a lady’s bicycle for her daughter on the instalment 
system. The cash price of such a bicycle should be about £5, but she agreed to pay on the instalment 
system £12 10s. by instalments of 10s. per month. 

Q. “ Do you say that she agreed vo pay in instalments the sum of £12 10s. for a bicycle which was 
worth only £5 — A. Yes. It was bought from au English merchant whom I would not be surprised 
to find was in collusion with the moneylender. The poor woman paid 8 or 10 instalments, and on making 
default of one payment she received a process for the remainder.” 

The witness weDt on to say : — 

“ About the same time she received a circular from one of these moneylenders offering her money 
at a moderate interest, and from the entrance of that specious document into her homestead she was 
doomed. She applied for a loan of £10 which was granted, £1 being deducted for interest for three months, 
so chat she was really charged over 44 per cent, pei' annum for the £9 she received. She paid liiis exorbi- 
tant interest for a few quarters, only to be pressed for payment when she failed for the first time to pay 
the interest on the loan. Again she had a circular from a loan office with a different address, and in 
her trouble she applied again for a loan to pay off her pressing creditor. This time she was charged at 
a rate slightly over 70 per cent, for a loan of £8 10s. This brought hei' little relief ; she soon sank 
further into their debt until she owed, in principal and interest. £22. The loan office pressed for payment ; 
she was unable to meet them, and all at once they sent her a writ for the £22. Judgment by default 
was marked, and before she had time to realise her position, her stock, valued for £49, w^ seized by 
the sheriff, and sold in Ennis to the Jewman for £28, the frill amount of the debt and costs. 

“ It was only after the sale this unfortunate woman came to me with her story, and a request that 
I should tiy and help her. I came on to Ennis, found that the stock had been removed to Limerick, 
where I followed them. I found them in au auctioneer’s paddocks awaiting sale for the Jewman. Wifi 
the assistance of the auctioneer, who helped me in every way, I brought back the stock, and on re-sale 
realised sufficient from the wreckage to pay a half-year’s lent to the landlord, a year’s rates, and to purchase 
a cow and two calves. Thus you will see for an overchai'ge on a bicycle, a poor, iimooent woman got 
into the hands of sharks, who almost brought her to complete penury. Erom the experience of the widow 
whose case I quote, these moneylenders evidently act in collusion when once they get a poor person into 
their toils.” 

Charge of 104 per cent, for loan of £20. 

153. Mr. O’Eegan also furnished us with the following interesting partioulars of the 
result of the application of a farmer for an advance from a Loan Company : — 

I gob a_ farmer friend of mine to write to some of these Loan Bank people asking for £20 to buy 
a horse. This man would be safe for £200. This morning I got a letter from fhe ‘ City and County Loan 
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Co., Limited.’ These people advertise largely. It would appear to a farmer that there were two or 
three different Loan Offices, hut they seem to he one and the same. This is the letter : — 

“ Dear Sir, 

“We are in receipt of yours re advance of £20. for which we are obliged. We make cash advances 
on approved personal security and in cases where personal security is insufficient, another 
approved signature is required, on terms £10 per £50 on the transactions, smaller or larger sums 
proportionately — that is, bill of £20 you receive £16 cash, or bill of £25, £20 cash, repayable by six 
equal monthly instalments, or during that period as may be arranged. We enclose you form 
which you will please fill in all particulars on, and return with your last rent receipt, when the matter 
will have our attention. 


Yours truly, 

(Signed) CITY AND COUNTY LOAN COMPANY, LTD. 

“ For a loan of £20 this man would require to sign a bill for £26 and repay the money at six equal 
monthly instalments. 1 thinV the intei'est would be well over 100 per cent, because the farmer would 
only have the £20 for a month, £16 16s. 8d. for a month, and so on down, so that at the end of six 
months he would have paid over 100 per cent.”* 

We received much other illuminating evidence as to the exorbitant terms charged 
to farmers and others by moneylenders in Ireland, the grave ininry caused by the system, 
and the comparative ineffectiveness of existing legislation in checking the evil. 


CONCLUSIONS. 


154. Your Committee’s conclusions on the subject of moneylending in Ireland, as it 
affects the rural classes, may be summarised as follows 

(<z) Apart from thriftless and chronic borrowers, nia,ny industrious farmers resort to j^ayas. is- 2 - 4 . 
moneylenders on account of tbe secrecy and easy accessibility of this source of credit. 

( 6 ) Tbe extensive advertising and ciioukrising carried on by moneylenders m rural 1 S 5 . 6 . 
districts in Ireland is a proof that they find such a course profitable. 

■ (c) The operation of the Moneylending Acts of 1900 and 1911 appeam to have done 
little or EOthiig to diminish the evils of the moneylendmg system in Imland. Both ,^5 ,^ 
usurers and borrowers avoid, when possible, the puhhcity of the law courts. 

U) The nmnhet of moneylending offices in Iielmd in December, 1913, was 241, an 
increase of about 120 over the mimber registered after the passi^ of the Act of IM ^ u..a, 

whfie in addition, about 400 registrations have been allowed to lapse m the same 
period. 

whict>iTa“rMir— 

mSbLffi Provism^^ compelhng a moneylender to state on each promispiy note 
Z exact tte oUnterest charged, a^d entithng him to recover °n a bo™we„ dc^ 
in payment of an instalment only the amount actnally ^ 

also wp believe Drove extremely advantageous. We amee with the view ot tbe beiec 
C™.^4ee1rr89rtSrt attimpt to fli a statutory Wtotion of the rate of interest 
would probably prove impracticable. 

Ltett (Totr”r“rSrW 

agency through which to borrow. 


*TLe exact rate of interest oliaiged in this case was 104 per cent, per ano 
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SECTION IV. 

“TaUST” OE “CREDIT” AUCTIONS. 


Among the worst methods of obtaining funds resorted to by Irish farmers who 
for one reason or another find themselves in need of ready money are certain forms of ; 

the “ trust” or “ credit ” auction. The most injurious form seems to be that in which 
cattle are dealt with, but standing crops and other products of a farm are also frequently 
the basis of the transaction. The professional moneylender and the “ trust ” auction * 
may, indeed, be said to share between them the bad eminence of being the most hurtful 
modes of obtaining funds adopted by the agriculturists of this country. Once a farmer ^ 
has formed the habit of making regular use of these readily available lending agencies, ! 
he appears, in the majority of cases, to experience the extremest difficulty in extricating i 
himself from the morass of growing indebtedness in which he finds himself almost hopelessly i 
engulfed. From the evidence received by us, it is clear that the cause of many an emigra- i 
tion from Ireland of a once fairly prosperous family, leaving behind a derelict farm, may ! 

be traced back to the financial difficulties brought on by frequent “ raising the wind” j 

at trust auctions. Tire system has been well described as one which “ makes the poor 
man poorer.” 

Fictitious Sales at Trust Auctions. 

155. The following is the most ingenious and at the same time by far the most harmful 
type of trust auction. A farmer in need, say, of £10 ready cash, with little prospect of 
obtaining the same from a Bank or a friendly neighbour, brings in one of his cows to the 
auction. The animal is put up for sale, and is bought by a friend (often by a son or 
brother) of the seller. In many cases friends of the Tatter, by their bidding, run the price 
up to a much higher figure than the animal is worth. A bill at three, four, or six months, 
signed by one or two sureties, is given by the purchaser to the auctioneer, who usually 
discounts it in a Joint Stock Bank, and pays cash, less the discount, to the seller, 
charging also the usual 5 per cent, auction fees. The seller of the cow then brings home 
the money, the obtaining of which was his sole object in going to the auction, while the 
nominal purchaser drives the cow back to the field or byre from which she came. Tiie 
proceeds of the transaction are in some cases divided between the parties. One witness 
told us of a case where a farmer raised £10 on a cow by thus selling her to his son at 
an auction. Next day tlie same cow was sold by the son and bought by the father, so 
that £20 was raised on the one animal in two days 1 But other ani-mala have, we 
are informed, surpassed this record by bringing in £70 or £80 to the owner in a short space 
of time, through peregrinations from one auction to another. 

156. It is obvious that this disastrous though decidedly ingenious practice can have 
only one result for those habitually engaging in it. When the auctioneer’s bill becomes due 
in three or six months, it has to he met, although in the meantime the farmer has had 
no means of making the proceeds of the transaction productive, even in those cases where 
he may endeavour to do so. Sometimes the cash needed to meet the bill when due is 
obtained by going through the same performance again at another auction with 
a dearer animal than that used on the first occasion. But such a proceeding only 
means deferring for yet another short period the inevitable day of reckoning, while adding 
at the same time to the burden of debt. Nor is the farmer the only sufferer by this system 
of what has been well termed “ organised fraud.” The auctioneer who, knowingly or 
unknowingly, engages in risky transactions of this sort, is sooner or later bound to become 
liimself involved in serious difficulties, and, as one witness put it, to find on his books all 
the bad debts in the district. The name of the auctioneer must, of course, be placed on 
the bill before the latter is discounted for him by tne Bank ; nor is it always possible for 
the auctioneer to he aware that the supposed sale is in reahty a purely fictitious one. No 
auctioneer of standing would, we believe, knowingly conseot to become a partner in such 
risky transactions. 


Evidence as to ruinous results of the practice. 

157. An auctioneer in County Tyrone who gave evidence at our Inquiry stated : — 

Ab an auctioneer with nine years’ ejcperience, I wish to say that auctioneers don’t care for loan 
business, or bogus business. They would prefer to do genuine business, because bogus business gives 
thern an enormous amount of trouble, and means their frequent appearance at the Sessions Court. It 
is ruinous to the farmers, and very severe on the auetioneei-s. In my opinion the cattle sales are the mo 
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dangerous of all, for this reason — you never know whether you are making a genuine sale or not ; the 
tranfiaction takes place too quickly. A man comes in and tells you he has sold cattle, on a three or four 
months’ hill, to a neighbour. Possibly, when the bill becomes due, you will find out that the transaction 
was a bogus one, and not until then. You have not time really to inquii'e into the matter. In 
land sales is it entirely different — ^letting land on the eleven months’ system. You generally know the 
people who have taken the land, and you generally, at least, take a week before you advance the money, 
and you are able, in the meantime, to find out whether it is a genuine sale— whether these people are 
takin<T the land, or whether the transaction is only for the purpose of raising money. I have advertised 
an auction, and given posters to the farmers to post up around the district. The auctioneer thinks it 
is a genuine sale, and he finds that the posters are not put up at all, 

Q. “ This credit business involves the auctioneer advancing capital ? — A. Yes ; and it is risky. 

Q. “ I suppose, in such cases, it would he necessary to go to the joint stock bank to obtain some 
of the capital f — A. Yes. 

Q. T\Tiat interest would such capital be obtained for at the bank ? — A. From six to six-and-a-half 
per cent, for the first three months, and for the renewals they charge more. 

Q. “ Therefore, they discourage renewak by charging higher interest ? — A. Yes ; but in an eleven 
months bill it is necessary to renew. The farmer lets his land and wants the money, and at the end of 
the term he has to renew the bill. 

Q. “ That must be an expensive process ? — A. It works out for him at seven -and -a-haif per cent, 
to draw the money, and if he does a bogus business, he has to pay the auctioneer five per cent, in addition, 
that is twelve-and-a-haU per cent, for the money for the year.” 

158. Mr. James O’Donnell, a farmer in County Donegal, said that this type of auction 18843.4. 
•was still prevalent in certain parts of that county. ‘ 

“ A craze seemed to come over the people when they got into debt, and they seemed never to get 
out of it. At these trust auctions the beasts are sold for the purpose of gettiug the ready money, and 
in many cases the vendor has both the beasts that are sold and also their price, and brings them home 
with him the same evening ; between loss of time, interest oh bill, and the way the money is spent, they 
get deeper into debt, and then we find moonlight flirtings, which are leaving many a grass widow behind. 

Q. “ Arc there many moonlight flittings of that kind ?— 4. A good deal, occasionally, They have 

to flv when they get into difficulties. ^ -v » 

"Q. “ Due, in your opinion, largely to the trust sales s — A. les. 

But the cases in which the sale is a fictitious one, arranged by collusion between -bhe 
nominal seller and buvei, form, we believe, only a small proportion of the tnist auction 
sales which take place in Ireland, the interesting i^enmty involved m this particular 
type of transaction having probably led to its receiving more attention than its frequency 
would warrant, viewed as a factor in the . agricultural credit of the country. 

Trust Auctions in which the Sale is a real and not a fictitious transaction. 

169. The great mjury wrought by the trust auotiott system is not confined to bogus 
sales oi the aboye-desoribed kind. A much more "usual oi transaction is that de^ibed 
in the following extract from the evidenoe of Mr. W. V. Coote, j.p., a member of the Tyrone 
County Council : — 

“ The aveiaee borrower will not get money bom the ordinmy joint etoofc bank without lr.vi.jg the 

who If , I" “y “ 

.hilling in the ponnd for lour months, md that would mean fifteen pet cent. 

e® “ Is that in the farm o! “V f the auctioneei-a do not charge 

«. •■ WMch would il" 'Clto ^ tL mtm tries to raise moneyi.lo 

as much as that, but in the diftno y ^ ^ neighbours to secure him. 

attend some auction sales, wh^e h ys - game^solvency as tie joint stock bank would lequire?— 

Q. “ These n^ghbouis ne^ not ^ same ^olven y 

A. No ; perhaps they are P^^6 8 , • , , ^ pay five per cent, to the auctioneer 

at a loss of fully ten per ^ value of the beast, and he proLbly renews the bill for two 

on the sale, and he loses ten pei cent, on twentv-five -per cent, of the principal m some cases, 

periods, and, ^yrune !-A In Ologher Mey ft is. _ I think it is demoralising. 

It is destroying the morale of^ the small farmer, 
he cannot meet his liabilities.” 

, . T 1 - okvio rtf fTiis nature the animal really changes owners, but 

is suifee,ueuM uTa fair 

A puichLer who has ouly to give a tour or 

hook or crook to get possession of an ammal for p ^ „ be^fiered in the ordinary 
for cash, is not likely to hesitate to f « we rmderstand® 

fairs, where transaettons are, as a riile, upon a ca 


12647-50 A, 12654. 


Probably he will give a mortgage on his farm when 
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at times bring animals to the auctions, knowing that higher prices will prevail and that, r 
though the purchasers may be of a much less reliable type than those found atfairs, the 
auctioneer will also be responsible as security. The prices at auctions are frequently 
run up by the bidding of ' puffers ” or “ sweeteners ’ whose attendance is^ arrangedfor 
by the dealers. We have received a good deal of evidence to showthat inferior animals— 
which are practically unsaleable at fairs, save at very low figures, owing to some defect or 
other— are often bought at the auctions, where would-be purchasers on credit are numerous 
and not too particular iri regard to the quality of the animal bought, and where no warranty i 
from the seller is expected. There is thus a concurrence of various factors which render ^ 
trust auctions, even when no bogus sale takes place, in every respect one of the most ; 
ruinous sources of credit for the agricultural classes. f 

Extensi/oe Moneylending hy some Atictione&ys under guise of auctions. | 

T. M'liatjiey, 161. One of the most detailed descriptions of the evils of the trust auction system \ 

12816-22. furnished to us by a witness nominated by the County Cavan Committee of Agriculture. ' 

We think it desirable to reproduce this account in full as dlustrative of the extensive money- i 
lending business done in rural districts by various firms of auctioneers at high rates of | 
interest, under the guise of auction transactions. After describing the difficulty 
experienced by small farmers in providing suitable sureties for a loan from the Joint Stock i 
Banks, the witness said that this cla.s had to fall back upon some other source of f 
obtaining money : " 

Q. “ Wliat would ttat source be ?— A, The auction credit system— the greatest cui-ee in oui' entile 
country. 1 can give you a practical illustiation of what I say. I have been asked by a man to go 
security for him. He bought a beast for £10. There is a very extensive business carried on in % 
town of Granard. The deahug men bring the cattle in and sell them there by auction. They get a lav 
better price on this four mouths’ credit system than they would if they got cash on the spot. The beast 
is bought too dearly. In this case I went in with the man. The price of the animal was £10. He 
had to pay fifteen shillings there and then, aud five per cent, auctioneer’s fees. At the end of four months 
he had not the beast for sale, and he had to renew his bill. He was told that the usual rule in such cases 
was no r-enewal of the bill except a new sale, as a matter of form, was gone tbiough, so he had to pay 
fifteen shillings more. That system is earned on extensively in the town_ referred to, and some other 
towns, such as Arva, and these people ar-e making a very big business of it. 

Q. “ Do you say that man had to pay 30s. commission ? — A. Yes ; inside of eight months. 

Q. “ What would happen if he had to renew a second time ? — A. Every four moutirs it would cost 
him fifteen shillings. 

Q. “ How long would that go on ?— A. As long as the borrower's paid the interest. There is an 

old saying — ‘ a drowning man will grasp at a razor ’ and small farmers go to the trust auctions when they 
have no other means of getting money. I knew two men go into 'the office of a firm of auctioneers, and 
state they had a sale of an animal just completed. They stated the price, and si^ed a four months’ 
bill for the amount with five per cent, auction fees added, and, of course, bank interest, although the 
auctioneer never saw tire beast, and there was neither any beast nor sale in that caee. 

“ That is simple moneylendiug 1— A. Yes ; at a rale of interest that the law should iuterfere 
with. The auctioneer makes sure that the securities are a good enough mark for the money. 

Q. “ Have you known where the auctioneers have had to take proceedings ? — A. There ate very 
few cases as regards this firm of auctioneers 1 have referred to, because they Imow all the people over 
the district, and they ar-e cautious that one at least of the three men is a mark for the money. I have 
known persons they refused. 

Q. “ Do you know where these auctioneers get the money they advance 1 — A. I think tlrey have a 
good deal of capital themselves, and they have a bank overdraft. 

Q. ‘‘ They probably pass these bills into the hank ?— A. Yes.” 

Area of Trust Auction system in Ireland. 

162. The area over which the system extends seems to be mainly confined to the 
northern portion of the country. It has been practised in the past in its most aggravated 
form in the Counties of Donegal, Tyrone, Fermanagh, Londonderry, and other Ulster 
Counties. To County Donegal apparently belongs the doubtful honour of being the birth- 
place of the device. "Witnesses from Ireland who gave evidence before the Select 
Committee on Moneylending in 1898 referred to the system as having then recently sprung 
up in that county (with head quarters at Ballyshannon), and to the fact that the Most Rev. 
Dr. O’Donnell, Lord Bishop of Raphoe, had strongly condemned it in his Lenten Pastoral 
of that year as a species of gambling.* We regret to fimd that the practice has since pene- 


The following is an extract from a press Report of the Pastoral referred to : — 

" The thought of interests on the temporal side suggests a warning 'with reference to a system 
of ti'iist auctions that in recent years has been introduced, into several parts of this diocese, ^ough 
to say that whether it be land for cropping or live stock or farm produce, that is sold in this way, 
the system develops all the worst features of reckless and ruinous borrowing for the buyer, and may 
involve loss of a serious kind for the seller also. We are in great need of Peoples' Banks to advance 
loans at small interest to industrious farmers and for industrial purposes. But nothing should induce 
our farmers to get entangled in the net of these tmst auctions.” — {Freman’s Journal, 21st Februaxyi 
18981. 
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trated southwards ; but how far it is thus spreading in districts where it was formerly 
unknown it is difficult to estimate.* 

At our sittings in Ennis, a member of the Clare County Council said, in speaking of 
trust auctions : — 

“ We have very little of tiiis class of credit existing in County Clare, tEougli 1 believe it prevails to .] 0'Rc‘:'an, 014®. 
a great extent in the City and County of Limerick, and as County Clare borders the City of Limerick, “ 

I have no doubt many Clai-e farmers patronise such anctions. I know some in my own district who 
attend these auctions regularly, whei’e they get the stock they purchase on credit, As far as I can ascertain 
they pay 5 oi-' 6 per cent, interest to the auctioneer in addition to the 5 per cent, commission on the purchase 
money for the accommodation of gettii^ the stock they buy on credit. This hits them hard, as the 
competition at these auctions for stock is so great because of the impecunious biddei-s that the price paid 
is often 5 or perhaps 10 per cent, more than the market value of the stock purchased, so that in the aggregate 
the farmer pays anything from 10 to 20 per cent, for his cattle more than if he bought them in the open 
market with money in his pocket to pay for them.” 


The trust auctions have in many districts become so established a custom that they t. ji-ArJio, 
are held at regula.r and short intervals. A witness from County Louth furnished us with 
detailed information on this point in respect to his neighbourhood : 


“ In the district there is practically a monthly sale of cattle. The pci^sons enter the cattle for sal« 
and have to pay a fee. At these auctions people who are in need of money buy the cattle. The ready 
cash man bas only to pay 2^ per cent, if he buys, whei-eas the man who buys on trust has to pay 16 per 
cent.— 6d. in the £ for cash, and Is. in the £ for a four months’ bill, so, therefore, a man who has not 
cash has to pay 12^ per cent, more than the man who has. In addition to that, as the man wants money, 
he takes the beast to the nearest fair. He buys him for £10 and sells liim for £9. . . 

0 “ Arc there any industrious men going to the credit auctions ? — A. Yes, largo numbers ; but 
they don’t always buy when they go. They watch an opportunity for a cheap beast. It is generally 
a dealer that sells the cattle, and he bas two or tlrree persona to raise the price ; and so a man with cash 
in his pocket is not going to buy under these circumstances. But the maa in need of money must buy. 

0. “ Do these auctioneers incur many bad debts ? — A. I just learnt in the tram to-day that the 
auctioneer in our district is a bankrupt. He had vwy bad debts. ' There is another sale at which 
auctioneers give a whole year’s credit. He gets his beast. A horse is sold for p6, and then tlic buyer 
has only to p% down 25s., with the auctioneer’s fees. He signed a bill for ^5, to be mid in twelve months 
iterwm'd-s. That.gave him the use of the horse for twelve months for the 25s fee kept the horse to 
one mouth, and then sold him for £21 ; so in leabty he is paying £4 for the use of pi. A^he tmt 
auctions there arc generaUy two or three people in need of money, and then if he 

the other. The auctioneer is not always very sharp in loobng into then piuate means, and even if he 
tried he might not be able to know as well as the people m the pansh. 

0 “ Are the auctions numerous ?— A. Every month, and there is an auction every year foi cattle 
alone^' W couise there aie other auctioneers that sell public property in the opipaj way. ami as a 
lulc they want the cash, unless they Icnow the piuchaser is a good mark. In that cos. thej give him 
a few months’ credit— a bill in the joint stock bank that he can renew. 


Trust Auction System in Scotland. 

■163. The following statement by a Scottish agricnltuial authoilty m 
injmy done by the Crldit Auction system to the farmers of 

V X Pratt in fl book issued by him some years ago:— Theie is another term oi 
asricultural credit which is on the increase in Scotland. We have now a great nmny 
and it would he a revelation if ^™eo"e ^ bok^ 
then- hooks and see how thoroughly they tave got many of the 
grip. The practice followed is this , The farmer (sayl wants to f 

to feed up for the market, but he cannot pay cash &r them ^ monthf The 
buys the Lck, for winch Iw ged t^ranimals 

auctioneer also has a hen on the stock, the “ ./j of tliem again, 

back to the same auction mart for re-sale when he ^ , secures several profits, 

In the result the auctioneer has a firm hold over the farmer and s P ^ 

though the most lucrative part of his business ,s the loaning of the purchase money i 

EMence that Trust Auctions are resorted to by many Industrious Eumms 

164. Although trust auctions are so often the kXg 

who find it difficult or impossible to get money ^ ^ . ijujugtrious and deserving 

institution, your Committee have had evidence 

farmers are also frequently found at such auctaons. meet the special requirements 

viacing proofs that^xisting credit Wst and 

of the smaller farmers 'of Ireland is the fact that y . • g ^ source of capital 

find it necessary to fall back upon moneylenders and trust auctions as ^ 

P. 176 (P. S. Ki.g s..d Son.) 
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in their times of difficulty. The evidence of Mr. J. Hill Dickson, j.p., nominated as a witness 
by the County Down Committee of Agriculture, is of special relevance upon this important 
aspect of the question : 

Q. “ Is there a Urge proportion of men in your experienoe who resort to these trust auctions, who 
have not got to resort to that expedient through their own fault ? — A. I think that eighty per cent 
of the men who go to buy at an auction could pay cash. 

Q. “ What proportion of them are industrious, honest men that a bank would be safe in trusting ? 
A. Seventy-five per cent, would be safe. 

Q. “ So that seventy -five per cent, of those who mort to tiust auctions are men that either a bank 
or a credit Society would be quite safe in trusting ? — A. I think so. 

Q. “ The remaining twenty-five per cent, belong to the type of people who probably were on the down 
gi'ade anyhow ? — A. Yes. 

“ But three-fourths all right, and would be saved by a tei-m of credit, whether through the 
joint stock banks or otherwise ? — A. 1 would say that twelve-and-a-balf per cent, of the twenty-fivg 
]>er cent, should not be trusted by anyone. 

Q. “ Twelve-and-a-half per cent, are hopeless ? — A. Yes. 

Q. “ But the other tweive-^d-a-half per cent, are not hopeless ? — A. No ; they might be assisted. 

Q. “ So that the trust auctions are dealing with a class of men in the main who are just those who 
ought to be facilitated by some means or another ? — A. Yes.’ 

In. tbis witness’s opinion, therefore, no less than three-fonrths of those who resort to 
trust auctions in his district are industrious men to whom credit could be advanced with 
safety by a Joint Stock Banlc or Credit Society, while only one-eighth are not worthy 
of credit. The convenience with which buyers at an action can find neighbours on the 
spot who are wiDing to act as security for them in backing a bill has doubtless an influence 
in attracting farmers to such auctions ; for the Banks are, as we have shown elsewhere, 
lu^bie to accept as sureties for a loan any but persons who are depositors or who are 
otherwise known to the Bank manager. This class of security is naturally harder to 
obtam than that which would he accepted at a trust auction. 

Question of Increase or otkermse in Trust Auction System. 

165. A question upon which your Committee find it difficult to give a definite opinion 
is as to whether the trusty auction system, taking the country as a whole, is increasing 
or declining. About 70 witnesses dealt with these auctions in their evidence — a sufficient 
proof m i^li that the practice is one which is fairly wide-spread and generally known. 

any of these witnesses ex^essed the view that it was on the increase, while others inclined 
to the contrary opiiuon. Doubtless in some districts where trust auctions have flourished 
ur a co^derable time, many of the most habitual frequenters have become ruined, and 
have had to sell out, wMe the better-class farmer has learned to avoid the use of a method 
wmch has proved so mjurious to his fellows ; in such districts the system has diminished 
4 . simply through lack of suitable material. Tor instance, the Secretary of the Antrim 
Agricultural Association when asked if many credit auctions were now held in the Ballv- 
mena district, replied : ■' 


Not so many as tlxore were some time ao'o 

soi't S ?-Z Yes. Tlio samll me., liave i™..d themeelves by that 

n Wt ‘le oountiT. 

n « A brought about by the trust auction system A Yes. 

county. .Is : 

166. Another iaotoi which in process of time must tend to lessen the evil of the trust 
obta* n?nv from^them P™*" Branches, and the increased facilities for 

satTs aZ.vTo,,mtf ™ amount, by farmers who can furnish 

Ztent iXeorZeL ft a successful Credit Society is also a most 

SZntl o b ^ the trust auction system. Eev. J. E. Maguire, o.c„ of 

County Fermanagh, on being asked if the practice existed in his parish, repKed : 

The credit '**?“*■ and, of course, was very deteimentsl to toe farmer, 

imn itroSe cSlTt Sww “Pmgtime, but that does no 

what is the price of the animal t v c^angerous things, because the faimer does not really know 
faTme.^ to tKstect I T "“f™ a«oti„ns hays rutoed several 

whS. thrpeopir2r.ei Es oi itS'a" a y out » good deal, and 

tliink our crei^it socie^ lias Wilfi ^ agiicultmal credit society they won’t go to an auction, and I 
comfoitable and kno^/that extent. When the farmers get a little more 

of the past with us ” terms, the credit auctions wOl soon be a thing 
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167. Hev. Canon W. H. Scott, nominated by the County Tyrone Committee of uttt-so. 
Agriculture, was of opinion that the system is not as had as it used to he, but advised that 
some restraint should be put on these auctions. He said : — 

“ I don’t think I know of any case of a man, who once entered into the syatem of attending these 
tn«t auctions, that ever failed to come to i-uiu. 

Q. “ And the system lives only because the fai'mers ai-e not able to obtain money in any other way ? — 

A. Yes. 

Q. “ Do you think anyone makes out of the auctions ? — A. I suppose the auctioneers do. 

Q. “ Would a respectable auctioneer engage in business of that kind ? — A. The auctioneers about 
my neighbourhood do. I think it is not so bad as it used to be, but I think it is more necesssrytoput- 
a restraint on these auctionfi than on the public-houses.” 


The Trust Auction of L.vnd and Crops. 

168. Some of the evidence which we have received tends to show that the auction 
system when it deals with land and crops, and not cattle, is at times beneficial, and is 
indeed in many districts the established and recogm’sed method of ordinary business. 

As described to us, this type of auction is "a system by which men sell meadows, and t. w.Deiauy, 
the custom is to discount bills ; hut in that case the purchaser of the meadows pays 
the auctioneer’s commission, while the vendor has to bear the discount. The bills are 

almost invariably paid to the auctioneer as soon as the hay is carted away 

The majority of these men are able to pay. They are men who want the hay for the 
feeding of t^eir cattle.; and the bills become due about November or after the October 
fairs, and they have sold cattle that are ripe tor selling, and are able to pay for the hay. 

The man who takes hay in that way is really progressing because he is developing his 
business.” In such cases the farmer secures the hay for the price of the grass ; the 
transaction is clearly often of much advantage to both buyer and seller and free from 
the defects inherent in other forms of credit auction. 


169. On the other hand, witnesses pointed out that in some forms the method is 
decidedly injurious to the land itself. The following, is an extract from the evidence of a 
witness nominated by the County Carlow Committee of Agriculture : — 

Q. “ Is tlie trust auction aystciu on tlie increase 1 — A. It is. 

Q. “ Why is that ?— A. Tbe principal reason, 1 believe, is that tlioso wbo are iir the habit of letting 
their land have found it the easiest, way of getting money. The laud goes to a high price in some cases, 
according to the quality of it. They have no capital to change their system. These are from twenty 
to thirty acre farms. , , . , -i. 

'■ Setting the land is the easiest way of getting accommodation at the tone i—A. \es ; and the 
others who take the land are anxious to get it for the purpose of the straw. ... 

Q. “ It is rather a new thing this trust auction 1—A. It is on for years, and, if anything, it is mcreas- 

^ Q. “ Av-i cattle ever ofiered for sale at these trust auctions 1— A. No ; only the land, and that is 
the worst, because when it is auctioned j'ear after year it defcerioi'ates. 


This evidence is corroborated by that of the Secretary of the above-mentioned 
County Committee of Agriculture, who in speaking of the credit auction said ; 

“ 1 think that is a most pernicious system. The vendor, say, in ^\wembM sets his laud for a corn 
crop to be sown in spring. Ee practically mortgages that part ot the holdi^ for^eyem. Thcvendoi 
takes out a biU. andhe pays e/to 7i per cent. That bill is for six months. The rate of 'nter^t is 
crushing. There is 7| per-cent, charged for six months, and the purchaser pays about 74- pei cent, when 
he takes up the Bill. , „ , ^ 

Q. “ Is that a new method lately introduced i—A. Yes ; about fifteen years a„o. _ 

Q. " Is it widely spread ?— It is spreading vei-y much. The result of that is that there is no iiidu. tr\ 
in that place where^the ci-op is going away, and the land deteriorates, and can hardly he brought back 

into ^ auction ofi Ms laud Mo ; 

is that it is sold. It is a most pernicious system. It is a gr^t loss to the State 

Q. “ Why is the system inci-eabing ?— A. I think a good deal of it is for want thev fait 

with that, no Lubt, These farmers are not properly eduoMed m the methods J 

It is generaUy the worst of farmers who let their land. Those men let then land, so tliat ther can 
caster.” 

There seems no room ior doubt but that in many instancy the lorm 
whieh is concerned with the lettmg of land or crops Js as 'y™"® *" 
the farmers as that associated with the sale of cattle, unless due p 


l’..T. Griffin, 
18125-9. 
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Paras. 166-ltji). 


Paras. 161. 


Paras. 162. 16fi- 


r.ira. 164. 


Paras. 165-9. 


OONOLUSIONS. 

170. Your Committee’s conclusions in regard to the “ trust ” or “ credit ” auctioa 
system in Ireland may be summarised as follows : — 

(o) In certain forms, notably when the transaction is a purely fictitious one, or whei' 
an animal is bought merely to be subsequently sold at a lower price, the trust auctionsystem 
is one of the most ruinous methods of obtaining ready money resorted to by the Irish 
farmer. 

(6) The practice is also a risky one for the auctioneers habitually engaging in it, and 
is often moneylending carried on under the guise of ordinary auction transactions. 
Auctioneers of standing do not favour the system. 

(c) The system had its origin in Co. Donegal and other Northern counties, but has 
spread southwards In some districts it has decreased or disappeared, but in others 
it appears to be a regular and increasing practice. 

_(d) Although largely made use of by impecunious farmers whose only object is to 
obtain ready money at any cost, these auctions are frequently resorted to by industrious 
and credit-worthy farmers who find it difficult otherwise to obtain capital for their 
immediate needs. 

(e) In some forms the credit auction of crops or of land is the established and recognised 
custom, and is often advantageous to both parties ; but even in trai^actions of this type 
serious injiuy is at times done to the land thi-ough deterioration. 

(/) The most efficacious method of preventing the evils of the trust auction system is, 
we believe, the estabhshment of a well-organised system of co-operative rural credit, 
which will render it easy for industrious and deserving small farmers to obtain, on 
suitable terms, funds for cmrent expenditure ; and which will, at the same time, gradually 
educate them as to the disastrous results of such sources of credit as trust auctions. 

No legislative attempt to abolish the “ trust ” auction system would, in our opinion, 
be effective, seeing that the law could be so easily evaded by collusion. 
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SECTION V. 


CREDIT ADVANCED TO FARMERS BY SHOPKEEPERS. 


A large part is played in tiie rural economy of many districts in Ireland by the 
credit advanced to farmers, especially of the smaller class, by shopkeepers and merchants. 
This practice has come into prominence in the past more particularly in connection with 
the admitted e\als of “ gombeenism.” 


“ Gombeenism.” 

171. Generally speaking, a “gombeen” man may be described as a local money-lender, 
often a shopkeeper, who by advancing money at high interest has so got the necessitous 
faimeis into his grasp as to cripple them with a growing burden o£ indebtedness and leave 
them almost helpless victims in his hands. In the oases where “ gombeemsm is combined 
with shopkeeping the debtors are often unable to transfer their custom to another shop, 
through fear that such a step would be followed by immediate prosecution for the amounts 
due by them. 

Steady decline of “ Gomheenim” in Irekml in recent Years. 

172 We have no doubt but that in some districta, particularly in the poorer port.iom 
of the West, much hardship has in past years been caused to the smaller farmera by 
the operations of the “ gomheener ” who flourished as a separate institnfton ; nor is the 
evil even now entirely non-existent in remote pilaces, as for instance where there may 
he only one shopkeeper within a radius of many miles. But the evidence received by us 
proves conclusively that “ gombeenism,” in the usually accepted sense of the term, has 
practically disappeared from Ireland, owing mainly to the competition of the mcxeasing 
number of Joint kook Banks, to the opening up of competmg shops in most of the country 
towns and villages and even at the cross-roads, and in some mstanoes to the staiti^ ot 
Co-operative Cr^t Societies and Agricultural Socieftes We have quoted ekewto 
the opinion expressed in the Beport of 1903 upon the Condition of Irish Xemat-p^^^ 
that ‘‘ the puichase system has up to the present been unfrmtful to the gombeen 
man, who in many disWs has not alone failed to extend his husmess, birt has actually 
disappeared altogether.”* We observe that in 1897 statements to the same eflect were 
marto Se kllct Committee of the House of Commons on ™ 

Irish witnesses, including Mr. George Eussell.who then acted as 01 ^™“ of Ciecht Socirties 
in the West of Ireland. The following is an extract from the evidence of the latter . 

Q. “Have you any knowledge os to gombeening in these distiicts !— A. Yes. 

%‘°“Y7Snctly think that gombeening is deelining Distmctly ; it is almost vanishing.'t 

In the nerind of seventeen years that has since elapsed the number of gombeenera 
must hale stiU tother declined. The Most wTto J^nt 

ns that “ in parts of Cork the gombeen man did 
Stock Banks kept on the old tradition, hut when they began 

latter went from the gombeen m an.” As far as the evidence at our Inquuy goes-anu 

"House of Commons Return. 92 (1903), p. . , 2139-13 

^Repmt of Select Committee on Moneyknding (260) 1898, A. no. 
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we endeavoured to elicit information on tlie subject from aU clapes of witnpses, especially ( 
those in an independent position — the typical moneylending “ gombeen ” shopkeeper of | 
times past is now virtually a non-existent type ; although we have no doubt isolated 1 
specimens of the class still carry on their operations to the detriment of the poorer fanners 1 
when local circumstances favour their doing so. As against this decline in regular goin- 
See paras, 141-3. beenism, howevet, must be placed the increase in the niunber of registered moneylenders 
in Ireland, operating mainly from offices in the cities and large towM, hut doing aa ; 
extensive business amongst the scattered agricultural population ; \vhile the trust ’ 
Sfie paras, isfi- auctioH is a too frequent source of obtaining credit. i 


Credit given to Farmers by Shopkeepers. 

173. There are also signs that some of the drawbacks of the “gombeen” system 
are to be found at times in another form in the ‘long credit’ panted to the farming class by . 
some shopkeepers, often for considerable periods and usually in respect of purchases of sucb 
agricultural requirements as seeds, manures, feeding-stuffs and hoi^ehold articles. This 
indebtedness of agriculturists to shopkeepers is not a phenomenon of recent origin in 
Ireland, nor is it, needless to say, peculiar to thti country. It is, indeed, to a moderate ' 
extent, an absolute necessity. But the injurious results of over -indebtedness cannot be 
ignored in any comprehensive consideration of the problem of Irish rural credit. It is i 
not a subject upon which any sweeping generalisations, equally applicable to all parts ; 
of the country, can be made. The evidence at our Inquiry showed this indebtedness to ■ 
be a diminishing one in some districts, while in other places it was said to be distinct y 
on the increase. With the improving material condition of the new tenant-purchasers, 
and their greater sense of the value of economic and personal independence, over- l 
indebtedness to the shopkeepers should steadily diminish and with it the undesirable I 
restricting of the customer in hti choice of the source from which to obtain his agricultural | 
and household requirements. 

Opinion of Royal Co7nmission on Congestion regarding Shop Indebtedness in the West. 

174. At all times this shop indebtedness has been naturally found in a more 

y aggravated form in the poorer portions of the country. The Royal Commission on Congw- • 

tion stated in 1908 that “the enormous indebtedness of the small landholder in the West 
is unfortunately beyond doubt ; the creditors are mostly shopkeepers, partly for shop 
goods, and partly for money lent. There can he no question as to the evil results of the 
system. Even the ordinary and perhaps inevitable indebtedness of many of the small 
men of the West is often enormously increased by a system somewhat analogous to ‘ truck’ 
under which the shopkeeper purchases much of the produce of his debtor (butter, eggs, 
knitted goods, sometimes cattle), often at a reduced price, which is not paid for in cash, 
but merely entered ‘ on account ’ of an existing debt. It is not suggested that a large 
proportion of shopkeepeis in the congested districts abuse their opportunities, but the 
temptation to make improper use of the power thus obtained, especially where there is 
a monopoly, is often irresistible, and even the credit system honestly carried out is liable 
to abuse. On tlie other hand, it must be recognised that a small farmer, who unlike an 
artisan receives his income at comparatively irregular intervals, must have credit for shop 
goods, and also that careful borrowing for reproductive purposes is just as important in 
agiiculture as in any other business.”* 


Opinion of Congested Districts Board regarding “ Long Credit ” in Shops. 

175. The Congested Districts Board in their Report for the year ended March, 1908, 
expressed the view that “ the ‘ gombeen ’ money-lender does not now occupy as 
commanding a position in backward districts as formerly, but it is to be feared that witk 
a change or role, the same part is still played in the tragedy of congestion. The long 
credit and tied trade of the shop dealings are only a variant on the older system. What- 
ever the form of demoralising credit, it naturally exercises greater sway in backward 
districts and amongst people whose poverty tempts them to borrow even under the most 
disastrous conditions, than in places where the joint stock banlcs are more easily, accessible 


'^Fhictl Repoii of Ifoynl Cohimissioii on Congestion. [Cd. 4097' — 1907J para. 265. 
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as lending agencies. ... In no other way can the load of debt under wliich 
so many of the congests live be removed without injury to their character than by a gradual 
substitution of economic credit on the co-operative plan for the thriftless and ruinous 
credit system,”* 

Risks 0 / Excessive Shop Credit. 

176. In districts where no Credit Society is available to furnish loans to a farmer in 
the spring-time for the purchase of seeds, manures, &c., or where no Co-operative 
Agricultural Society has been formed, it is almost inevitable that he should obtain his 
agricultural requisites on credit at a local shop, not paying for them until the autumn 
or winter, when his expenditure has become reproductive. Moderate credit of this type 
is made 'use of in all industrial spheres, and, within due limits, is, as we have said, 
entirely unobjectionable. But there are various circumstances which render the practice 
at times exceptionally habie to serious abuse in the case of a small farmer. In the poorer 
districts the standard of education is frequently low and the farmer’s knowledge of accounts 
and book-keeping, even of a simple nature, shght, while complicated questions relating to 
rates of interest charged are usually beyond him. Fortunately the rising generation are 
receiving instruction in these matters of which their fathers had not the advantage, although 
several complaints were made to us by witnesses as to the comparative neglect of such 
subjects as arithmetic and book-keeping in some rural schools. 

It is obvious that a small farmer who finds it necessary to run up long bills at local 
shops is at times placed at a great disadvantage, being almost entirely at the mercy 
of any shopkeeper who may desire to utilise his customer’s indifference or ignorance for 
his own pecuniary benefit, both in respect of interest on overdue accounts and in regard 
to actual prices charged, sometimes for inferior articles. Shopkeepers who would act 
thus are, we believe, in a small minority ; this view was emphasised by witnesses not only 
at our Inquiry but at the sittings of the Select Committee on Moneylending and of the 
Royal Commission on Congestion. But, nevertheless, the liability of agriculturists to injury 
and serious financial* loss through excessive shop -indebtedness is a real dangerf against 
which adequate safeguards are, in our opmon, required. We give a few typical extracts 
horn the evidence received upon this subject. 


Evidence of heavy shop dd)ts in some districts. 

177. The Secretary of Dungloe Credit Society, County Donegal {the County which, ] 
as we have seen, was the original home of the ruinous “ trust auction system), stated . 

It is a common practice with these shopkeepei-s to press £ot payment of acconnte '^hen the 
stoall holders ai-e not able to meet them, the shopkeeper takes them to the 
jointly sign a bill for three m- four months for the whole or the greater part 
keepei get the money ; the customer, who is already charged the credit pace. 

Stock Bank from seven-and-a-half to ten per cent, intm^est, and renew the 

until he gets it paid off. In the meantime he is probably running up another credit account with the 
shopkeeper, and so the system continues. 

Wien enmll holden, in one district run scfounts «itl 
St tie end of tie year, tlrongl a bad season, or when 

theii dealings are then confined to that particular trader, and, as a u , ^ tr^rlear off They 

consequently tley get further lehiud, o.ing s larger snm than they can ever lop. to dear off. .Itey 
then ie at the meicy of the trader, and are not m a position to question lis prices. 

A witness from County Kerry expressed the opinion that 

«. “ Tie shopkeepers are rltler lan!-A. Yay ; they give unlnnted eredit. 


D. O’CoimeJI, 
1)369. 


* Cd. 4310—1908, p. 35. . nv t «♦!, Tannow 1913 dwells, we observe, upon 

t The writer of an article upon Agricultui'o m the Twies of ® ^ -Rrit^ n He states that “ probably 
the evil of excessive shop-indebtedness amongst the farrners of i^jp-btedness to dealers. In all parts 

the greatest som-ce of loss to our farmers is their bad credit , maiority of the farmers entirely 

of the country, when one gets below the surface, one nearly alway .Tiibricts it is the cattle salesman 

tied to some trading intermediary who has advanced them money. I^.Xr o?£e traders the farmer has 
or auctioneer, in others the corn and cake dealer, but through one 01 other ot these rraa 
to deal, and dares not grumble at either quality or price. 
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A. KTYi 3. 11 farmer from County Monaglian told us tlie same tale of shop-indebtedness. 

“ I know cases where accounts i-un on for years, and tlie shopkeeper is not anxious, so long as the 
customer is a solvent person, to clear out that account. He would rather-, I arn afrard, let the inau 
run orr until he gets into such a state that he does not know how he stands, and by that means the 
shopkeeper secures the custom of that farmer. I am particularly interested m buying see^ and manures, 
and I know instances where in the spring-time, you will see forty people at a time around a shopk«pet, 
and I know from my own experience that these are all credit customers, and they never even ask the 
prices of what they are purchasing. They simply want to get it, and it just depends on the conscience 
of the shopk.»,epcr what price he puts down. ’ 

Evidence as to diminishing shop indebtedness in many districts. 


178. We could illustrate further from the evidence the fact that in some districts 
in Ireland the giving of excessive shop-credit is a practice which existe to a harmful extent. 
Other witnesses, however, were of opinion that the evil in their districts was a dimimsMng 
one, although still fairly widespread . A farmer nominated by the County Down Committee 
of Agriculture to give e^ddence, when asked as to habitual indebtedness to shop-keepers, 
replied : — “ It is growing less, but not quickly enough. There is too much' credit given 
in the ordinary retail shops. . . It would be better for many a small fanner 

if the shopkeepers pushed him when he owes £20, instead of allowing him to run on to 
£30 or £40 which is a large sum for a small farmer to pay. The shopkeeper lets him run 
up to £40. The farmer pays up to £10 or £15, and he always has a, running account of 
£20 or so. It does not tie him, to the shop ; hut the shopkeeper lets him run too high.” 

Rev. P. Glynn, p.p., Kilkee, Member of the Congested Districts Board, in spealdng of 
County Clare, said “ They are certainly paying their shop bills a good deal better than 
they used. I am speaking more of West Clare. I used to be in East Clare long ago, 
and I don’t think they borrow or get into debt so much thei-e.” The witness added that 
there .was plenty of evidence to show that the position of the farmers was improving and 
that they were getting more independent. Many other witnesses spoke to the same effect. 

The conditions of different districts, from the economic and social standpoint, are 
extremely diverse, but we can safely say that the weight of the evidence tends to show 
a gradual decline of shop-indebtedness in the majority of districts in Ireland (particularly 
where the land has been bought out), an increase in some districts, and, on the whole, 
an amount in excess of what can be regarded as i.n any respect beneficial to the agricultural 
indu8tl-}^ Afost of it is, as we shall show, incurred for feeding-stuffs, much of which 
could 1)6 grown by the farmers themselves with advantage. 


J. O’Regaa, 
2161-2,0177. 


5f. Fitzgerald, 
.T.P., 5862.4. 


Preference of most Shopkeepers for Cash Payments. 

179. On a -priori grounds one would expect that most shopkeepers if given the choice 
would prefer cash customers to those requiring credit ; and we had numerous proofs that, 
geueraffy speaking, this preference is found. A County Councillor in Clare stated : — 

Farmers, owing to the ignorance of the interest-bearing value of money, often take e.xtended credit 
for seeds and artifictal maiuu-es, although they may have ready money, or money in the Joint Stock 
Banks earning miserably low rates of interest. This system in most cases is not the fault of the shop- 
keeper, as he, knowing the great value of cash payments, as well as his freedom from loss on bad debts, 
does everything possible to encourage cash payments. 

“ I have an. intimate knowledge myself of the business of an artificial mauui-e merchant, who, not- 
withstanding that he allows a discount lor cash with order of over ten per cent., does a manure and seed 
credit business which gives the farmer twelve mouths to pay, and as a consequence the greater pai-t of his 
business is on this twelve months’ credit system. Here again is a system interfering with the liberty of 
the farmer to buy in the best market, either through want of cash orthrongh ignorance ofthe interest- 
bearing value of money. The farmers, being in the trader’s books, don’t feel free to purchase in perhaps 
the cheaper market. 

“ You say that the farmer- prefers to avail of the twelve months' credit rather than the ten per 
cent, discount he would receive for cash ? — A. Yes . . . There ate some types of ‘ gombeen ’ men 
existing, but the u^o-date shopkeeper is more anxious to get cash payment. Money is very valuable 
to shopkeepers. Wholesale houses gave long credit, hot now they encourage cash payments, so that 
the .shopkeeper who has no capital r.aiinot take advantage of it.” 

A farmer from County Kerry said 

“ I must say that, as a rule, the shopkeepersarevery good, because half of the farmers would he 
in a bad way without them. 

<?. ■■ I think that is a fact that deserves recognition ? — A. Yes. 

Q. “ It is to the advantage of both the shopkeeper and the farmer if business is done on a cash 

system ? — A. Yes; it would be a great assistance to the shopkeeper, because he will never get back some 

of the money ; there is so much competition now that the shopkeepers cannot charge sufficient profit 
to counterbalance the loss of the money.” 
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180. Not only is it certain that the great majority of the shopkeepers of Ireland would 
much prefer farmei’s to deal with them on a cash basis, “ long credit^’ terms being forced 
loon the traders by the special featm-es of the agricultural industry, especially its 
s^soual returns, and the consequent scarcity of cash in the spring-time ; but we received 
testimony from farmem as to the great aid which had been rendered them by traders 
who con^nted to stand out of their nroney in bad times, or who advanced funds for such 
nurposes as the emigration of a son or daughter. Several witnesses also informed us that 
^ere was frequently little or no difference bet-ween the price charged to a cash customer 
and to one who received (u*edit, the competition between different shops being now so 
teen in many ]>laces. 

As against this, ca.ses have been brought under our notice where the shopkeeper' has 
allowed debts to accumulate apparently without any efiort being made to obtain pay- 
ment from the customer. In some instances of this sort, we were told, the main ©"bject 
is to obtain possession of the farmer’s land after a time, which may be effected by the agency See paras, 325.9. 
of a “ judgment mort.gage. But one of the chief objections to shop-indebtedness, whether 
such indebtedne^is be desired oi: not by the shopkeeper, is the limitation which it often 
places upon the choice, of the farmer in the purchase of his agricultural requirements. To 
a farmer it is of vital importance that the quality of his seed and manures should be satis- 
factory, but he can have no guarantee of this if his state of indebtedness to the trader 
prevents his being in a position to ask any questions in regard to the quality of the articles 
supplied. 

Farmers' Indebtedness toe Feeding-stupes. 


18i. One particular form of shop-indebtedness, referred to by several witnesses, 
seems to us to be of a very unsatistactorv and often unnecessary type ; we mean the 
purchase on credit of feeding stuffs which might in many cases with advantage have 
Len home-grown by the farmer himself. We have space only for a few e^racts from 
the evidence upon this subject. The following witness was a representative of the King s 
Comity Farmers' Association : — 


0 “ Is it vour opinion that the farmers sell too much off their land, instead of utilising the produce 
of their laud themselves A. Yes. It is deplorable to see them selling then- own gram and buying 
feeding-stufls ol an inferior quality. 

Q, “ Is that due to the puffing in the newspapers ?— A. The farmer nearly ^aya wants 
and when his harvest is cut he wants to lealise in order to pay the shopkeeper. He could use a great 
deal more of his grain, oats especially, than he does. » c r*- # 

0 “ What hinders them from doing that— is it due to wrong ideas, or is it lack of facilities for 
credit'?—^. I think it is mainly because they want the money. There are very many demands waiting 
on them b^• the time their corn is ripe. 

Q. “ Are not some of these demands for the purchase of feediug atufis ?— A. Invariably, and for 

it is a ticious cirde-tisy sdl tlieil own feeding rtnis at a low' price becansc Wls ate 
coining in ioi feeding stuffs tliat they bought at a higher price !-ri. That 
Sometimes, of oonise yon con buy food stnSs os economically a« yon could ptoduco them. 

0 “ aomo of the evidence we had befoie ns was to the effect that far the greater proportion of the 
indebtedness of fatmeiw to shopkeepers is for hour and meal, pollard, cake. 

stnUs, which they eonld piodnce on their own farms <-A. There is no doubt about it. that my 
own cicpcriencc. I use the greatti part of my own grams for feeding cattle. 

Q. “ So If they change their practice in that respect a gre« “ f “‘XXint 
shopkeepers would disappear ? — A. There is no doubt about tha , 


Another farmer stated ; — 


M. Fitzgerald, J-P 
5850-2, 6926-27. 


I hardly ever use it, because it is expensive, 


“ They use Indian meal too frequently altogether, 
but the ordinary farmers use it for fattening pigs- 

Q. “ It would hai'dly pay to buy the meal at the present price ?-A. It ' 

Q. “ How can these people be helped It is hard to S'* W*' ^ °wodd be a good 

pointed out to them that they eonld feed their cattle on the produce of the farm, it won 8 

thing.” j V 

Q. “The main indebtedness of these people is for feeding •“f Yes; 

Q. “ And if they grew their stuffs on the farm tl^t would do away dearest 
They imagine they cannot do anything v'lthout Inian ^ sold two pigs for £9- 

article that ever came into a man’s house. There is a o -nprit on the animals, and estimated 

She was deii.ghted with the price, but I made up with her what she spent on the am 

that her profit was only Hd. ? ^ ^ Y^e ■ she bought all the feediug.” 

Q. “ And she was quite satisfied with the piico . A. ~ , K 


Printed image digitised by the University of Southampton Library Digitisation Unit 


P. J. Griffin, 
lftl32-6. 


See paras. 635-7 


74 DEPARTMENTAL- COMMITTEE ON AGBIOULTDRAL CREDIT IN IRELAND. 


Relations between Tillage and Shop Credit. 

182. The above quotations illustrate the close relation which exists between the 
important subject of the revival of tillage in Ireland and the shop indebtedness of the 
farmers. The question as to whether tillage is as profitable as other forms of the agri- 
cultural industry is one which is being perennially discussed and deservedly so,- 
for upon a satisfactory solution of it depends, we believe, very largely the economic 
success or other\vise of the operations of the Land Purchase Acts. Instances were 
furnished at our Inquiry of the success of small farmers who had grown their orvn' 
feeding-.stuffs, and had accordingly improved their circumstances, which illustrates, 
we believe, the gain which would accrue to the rural economy of Ireland if there 
were a general revival of tillage. In the case of small farmers who do not pay labourer, 
considerations based upon the cost of labour do not enter into the problem. Whilst we 
fully recognise the difficulties, it is often we thinlc lack of thought upon the subject, and, 
perhaps in some cases mere indolence, which retard this desirable change in farming \ 
methods, and incidentally augment the farmer’s burden of shop indebtedness. | 

A pregnant illustration of the evil of rural indebtedness to traders is the course pursued 1 
by some farmers of selling their corn to the shopkeeper from whom they bought the seed, [ 

and to whom they are in debt for the cost. The Secretary of the Carlow County Com- j 

mittee of Agriculture stated : — j 

“ In the case of the pxuchase of seed com in the spring, the trader sells to the farmer at an enhanced ! 
price. A barrel of barley that would cost 16s. if you paid cash, is charged 20s. on credit. The fanner 
IS obliged in most cases to sell the barley back to the trader from whom he bought the seed. 

Q. “Is the quality supplied on credit the same as that supplied for cash ? — A. No. ; 

Q. “ You say that the farmer is obliged to sell the barley back to the trader from whom he i 
bought the seed 1 — A. Yes. ^ 

Q. “I suppose he does not get a higher price in consequence ? — A. No. 


Necessity of education of farmers in questions of hooh-keeping, acamnis, relative cost, <&c. 

183. It seems certain that in many of these exceedingly wasteful methods of conducting 
farm operation-s the farmers act in ignorance of the financial losses they are incurring. 
Education alone can remedy this defect, and therefore aU agencies which make for the 
^read of education amongst the rural community — such as Itinerant Instructors, Wiuter 
Classes, Agricultural Schools, Co-operative Credit Societies, and Agricultural Societies— 
are to be welcomed as assisting in this valuable work. We would urge that in all such 
forms pf rural instniction the greatest possible scope should be given to the teaching of 
the principles of book-keeping and to questions afiecting rates of interest, the value ot 
money generally, and problems of profit and loss and of comparative cost in agricultural 
operations. 

Elsewhere wo have given some illustrations of the increasing attention which is being 
paid in Continental ooimtries to such instruction of farmers and to the establishment 
of regular offices of Book-keeping and Earmi^ Accounts. In a recent article upon the 
subject ^ assistance can Live Stock !^rmers expect from Book-keeping and 

Calculations,”* the_ writer states thati “the most important question as regards the 
market is whether it is more profitable to feed saleable cereals, pulse, &c., or to sell them 
and buy commercial food-stufis in their place.” A great deal, we believe, remains to be 
done by ed.uoation, in arousing the small Irish farmers to a sense of the serious losses they 
are sustaining through causes of which the remedy is largely in their own hands. 


Some Figures oj SJiop-indebtedness. 

184. The extent to which in some cases shop debts press upon the agricultural industry 
in the Western districts of Ireland is exemplified by actual figures supplied in 1907 to the 
Royal Commission on Congestion by Mr. George E. Trench, of Co. Kerry, then a member 
of the Coimcil of Agriculture. The debts in the following table were, according to the 
rvitaess, all due to shopkeepers, and did not include the rent owed to the landlord. It 


'‘.See Bulleliii of Affrioidturd Intelligence and of Plant Diseases (Rome), Novembei’, 1912, p. 2,603. 
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does not appear, however, whether in each case the debt was owed to one shopkeeper or 
to several. 


1 

Yearly 
Rent. i 

Amount 
of Debts. 

Observations. 

Yearly 1 
Rent. 

Amount 
of Debts. 

Observations. 

£ s. il 

£ 


£ s. d. 

£ 

1 

18 18 0 

500 

! And only half stock. 

86 0 0 

, 658 

Three-quarter stocked. 

38 7 6 : 

350 

Do. 

96 5 0 

1 482 

1 Three-quarter stocked. 

23 18 6 

126 

Short one cow. 

4 0 0 

1 39 

' Two cows only. 


1 170 

No stock. 

126 15 0 

i 765 

1 Twenty cows. 

62 0 0 

1 450 

Full stock. 

38 4 6 

1 420 

1 No stock. 

18 19 6 

1 

No stock. 





The witness in referring to these figures of indebtedness, said : — “ I am sure it is done 
with a great deal of carelessness sometimes ; but generally the idea is with big merchants 
that if a man gets into debt they can always secure his produce, and he will bring his 
produce and corn to them, and that will work for their mutual benefit, If it were not 
for that he could go anywhere with his com, and he could compete with another ; and 
it is a great thing to hold him.”* 


Ri»ing standard oj comfort, and increasing cost of living. 


185. It should be borne in mind that while the greater independence and increasing 
prosperity of the farmers who have purchased their land tend per se to reduce shop- 
indebtedness, there are other factors which work in the opposite direction. Greater 
independence will also lead in most cases to a higher standard of comfort and of hying 
amongst the agricultural classes ; much more wiU, therefore, as a rule, be spent on clothing, 
food, and household articles than in times past. This tendency will make for an increase 
rather than otherwise in shop indebtedness, unless other and more desirable forms of credit 
are provided for the small rural classes. The increasing cost of living arid of the price of 
labour are additional influences working in the direction of augmentii^ rather than 
dimimshing rural indebtedness. Within moderate limits, however, such increase woifid 
not be in itself injurious, but would be rather a symptom of the increasing prospenty 
of the country. 


In our view one of the greatest advantages to be derived from the wide-spread 
establishment of Credit Societies would be the gradual freeing of many small tamers from 
their burden of shop debts, and the bringing about of more satisfactory conditio^ under 
which the purchaser of agricultural requirements will be at full liberty to chose the shop 
at which he will deal. The great bulk of the traders would welcome, we bekew, any 
agency which would enable their rural customers to pay cash for their goods. Un tins 
point Mr. George RusseU, speaking from his experience as an orga^er ot Credit bocieties 
informed the Royal Comnpssion on Congestion that, so far as he knew, local traders hail 
never openlv tried to suppress a Credit Society. 

“ Sometimes you will get teiy geMiou. trodoM who will not mjy deposit money 
in nnd give theii aLietance guite iteely and geneionely I don't fov one 

trader in a oongeeted dietiiot ia a gomheen man. There re a certain ^ 

dietricts the whole husinees traditions oi the traders of the district are v y , 
to estabhsh a society and by competition keep down the prices, but I would not like to say that 
tiese men were exacting usurious interest or Ingh rates. i XanVs ? A I do 

Q. “ You don’t know any cases in wHck traders have become members of these oanks . A. no. 

Q. “ With a view to throttling them i.~A. No ; I dont thmlc so. t 


Credit trcmsactions of “ barter ” description. 

186. A practice which has in the past proved very injhiiious to |jv 

Ireland, paiticularly in the West, is that of dispoBuig of their P™ince to 
what hL, come to be known ae the “ barter ” system although 
strictly accurate. A trader will take, say, eggs from hrs e>rf “f 
dozen, or score for them, the amount being entere d m his books, a, g 

•See Mghlb Report of Bogal ComtimoionottCoiigettkmm IreUioilCi.SSSt^lSm], Minutes of Eiidiiiu, 

Tn'iri Sejiort of Roijd Oootmissioo, on Congestion in Irelmti [Od. 3H3— 1»71. Minutes of Biidcii 
A, 14219-21. K 2 
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groceri6S, feeding-stufis, &c., bought by the farmer. The latter frequently has little or 
no knowledge of the amount thus allowed. _ This hurtful practice is, we think, distinc% 
on the decline, and only to be found in districts remote from, country towns. It is often 
connected with the system of collecting agricultural produce, such as eggs, butter and poultry 
from scattered farmhouses by carts sent out by certain shops. Too much could not 
be said in condemnation of a method which is one of the most baneful to the interests of 
the small agriculturist, in that it enables several profits to be made simultaneously by a 
shopkeeper at one transaction. 

Aid gi/mi lyy Shopkeepers in advancing credit to Farmers where Banks would refuse it. j 

187. A factor in the problem of shop credit which is at times lost sight of is that no I 

Joint Stock Bank or other lending institution would advance money to many of these i 

poorer farmers, owing to the latter having no tangible secnrity to offer. Undesirable \ 
in many respects as the practice is, the financial aid given by traders to this needy class [ 
has frequently been their main resource in times of exceptional stress, and wih continue i 
to be so imtil improved credit facilities suitable to their requirements are provided. Mr, 
4501. W. J. D. Walker, member of the Congested Districts Board, who has had considerable 

acquaintance with the economic and social conditions of the West of Ireland, stated in 
his evidence at our Inquiry : — “ The principal man who is financing the people in the West 
of Ireland is getting a very bad name — ^the grocer — but if you take the risks he incurs, 

I don’t think his charges are too high. He lends year after year. He is getting a very 
bad name, but there is no bank that would lend money to the people he deals with, except 
at a very high rate of interest. The rate of interest depends upon the security, and there 
is practically nothing in the way of security to give ; but these people are marvellously 
honest. In Donegal when the fishing was started at Teelin, and the people began to 
earn money, they paid accounts that were contracted in their fathers’ and grandfathers’ 
time. The people are very honest, and the grocer knows these people, and he lends to 
them when no bank would touch them, because there is nothing in the house to seixe.” 

Similar evidence was given by Eev. A. Clancy, p.p., County Clare, who said : — 

" I know of cases of people wio failed in their agricultural pursuits, and to whom shopkeepers advanced 
goods for years and yeai-s until they tided over &e bad times, and in those cases the credit that they 
got from -me shopkeepers practically kept them going, and in place of being an abuse, it was rather 
a good thing to have the credit, because I know that the debtors in that case are rather grateful to the 
shopkeepers. , 

Q. " I suppose they were treated very generously ? — A. Yes ; the other day I was speaking to 
a man who had been for a long time in very low water, and he told me he was improving, i suggested 
to him that perhaps he might ultimately come to pay the priest. ‘ Well,’ he said ‘ for over ten years 
Ml'. So-and-so gave me all the goods 1 wanted without a penny, and now I think I must pay him back 
first.’ I said, ' You are quite right.’ For ten years he had got creifit for food and clothing li'om a local 
shop, and the prices he was charged were not exorbitant by any means. The prices were very moderate ; 
they could compare favom’ably with the town prices, and in some cases they were loAver. 

Q. “ Was that shop in a town ? — A. No ; on the roadside.” 

In the criticisms offered regarding shop-indebtedn^s, less than justice, we think, 
is frequently done to the real benefits conferred by many traders in standing out of their 
funds for lengthened intervals, with little or no extra c^rge, in order to assist poor and 
deserving customers. Evidence of these services, and of the appreciation felt by small 
fanners who have been assisted in this way, was furnished at our Inquiry by witnesses 
representing the agricultural classes. But the system of long-term shop credit is so 
liable to abuse that the discontinuance of any necessity for it would be of much benefit 
to rural Ireland. 


Advances to Farmers by Butter Merchants. 

188. A description of rural credit which in former times was much resorted to in 
Ireland, but is now much more limited in its operations, is the making of advances by 
butter-merchants_ to the farmers who supply them with butter. The working of the 
system was described to us as follows by a witness who had long experience as an official 
of the Cork Butter Market and as a butter merchant. 

Large sums of money were lent by the butter merchants to the farmers against butter which the 
farmers were to send later on in the season. The Cork butter market did a very large business in that 
respect. At that time it was the only market in the South of Ireland, and the farmers resorted to it 
very largely, both for the price that they got and also for the facilities which the merchants gave them. 
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They got money in advance from the merchants. The weakness of that system, to my mind, was this 
that the secuiity which the mci-chants in those times got for the loans they advanced was inadequat-;’ 
The farmer lived a very cousidcrahle distance from Cork, and sometimes the debtor of a butter merchant 
woold be dead and buried before the merchant heard of the fact ; and, consequently, very considerable 
sums of money were lost to the merchants in those times to my Imowledge. 

Q. *■ Does that custom prevail now of advancing money to farmera 1 — A. No ; it has completely 
altered. Of course, the bcneficeiit influences ol the Land Act have reduced considerably the rents paid 
by the tenants. The prices in the meantime liave advanced for farm produce, and the result is that 
the farmer is infimtely better off than he used to be, aird he has not the occasion to have recourse to 
credit which his predecessors had some years ago.” 

Particulars of the system of credit adoped. 

188 a. Altliough the practice has very largely diminished, we have had evidence proving 
its continued existence in some districts, especially in the South of Ireland. A farming 
witness from County Cork informed us that frequently a farmer will avoid the Joint Stock 
‘ Banlcs : — 

“ He will go rormd to the butter merchant or creamerj' proprietor, and get on better with them. 
He has nothing to do but to write for the money to the butter merchant or tiie creamery to whom he 
sends his butter or milk. He has to go to no trouble. He will write for the money early in the year 
or meet the butter merchant’s representative early in the spring, and he will get the money and pay it 
back as the year goes on ; but, as a rule, the butter merchant stops the money out of his butter 
at a needy season — 1dxey stop it in the middle of June. 

Q. “ They call in the money then ? — A. Yes ; Up to the middle of June the butter merchant who 
has advanced money in March or April w’ill allow them to get the price of three or four firkins. 

Q. ■' Is the fanner bound to supply hia butter to this pa^icular merchant ? — A. Yes. 

Q. “ And it is the mcrohaat who regulates the price of the butter ? — A. The butter is sold in the Cork 
market and the price is fixed by the Inspector. The farmers are under the impression that if they were 
independent they could do better with their butter. 

Q. “ They thiirk that if they could sell their butter wherever they wished, they could then get a 
better price ? — A. Yes ; or even from the particular merchant if they had not money borrowed from 
him. 

Q. “ What is the interest charged V—A. Grenerally five per cent. It sometimes goes up to ten or 
fifteen per cent. 

This witness added th<at the Joint Stock Banks “give the money to the butter merchant 
and the butter merchant gives it to the farmer. There is a nnddleman coming in, and 
the farmer finds that he is not at liberty to do what he likes with his butter. It is the 
same way with the creameries, hut I think they are not so sharp with their customers 
s£ the butter merchants.” 

It is needless to dwell upon the undesirable features of_a form of credit which, _ while 
convenient for the moment to the borrower, tends to limit imduly his_ freedom in the 
selection of a purchaser for his agricultural produce. _ But the custom is steadily dymg 
out with the increase of other credit facilities, and is not, m our opinion, any longer a 
serious factor in Irish rural economy, save perhaps in a few districts. 


Advances to "Farmers by Agricultural Societies and Creameries. 

189. Another type of credit of somewhat the same natm-e as the foregoing is the 
custom prevalent amongst Agricultural Societies and Creameries of making advanc^ 
to their customers. In the Agricultural Co-operative Societies the practice is for the 
Society to raise an overdraft at the Bank on the security of their Committee. _ e see , 
manures, &c., are then bought for cash (thus taking advantage of the cash discount and 
distributed to the members, who are given credit until the autui^. _ • e see oan 
advanced to farmers through Credit Societies by the Department of Agriculture are of a 
similar description. These forms of credit transaction seem m the highest degree desuable, 
and must often prove a boon to numerous small farmers. 

Tke lending operations of Ci-eameries are, however, open 
Int not perhapi in degree, to those applicable in the case of 

The Seoietaiy of the I.A.O.S., in speaking of these Creamery advan es said Itony 
creameries lend money to their memhers too. It is not such a goo p ypr,avment 
Creameries, because there is no bond, and the security the Creame^ old^svstem 

by the milk delivered by the member. I am afraid it rs a bentage of an 
and 1 do not like it. I do not think it is a 'i^vetopment alo^ nght hna 
mged any Societies, where they have had transaotions of thus fa : . navment^in 

«f thousands of pounds— to insist on proper securities, and f f oarL^ 

milk, because we think that is bad. We have a scheme for them that we hop 
cut.” 


D. O’Collagliaii, 
•2040-41. 


R. A. Anderson, 
1831. 

See paras. 502-3. 


1851. 
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Proprietary as well as Co-operative Creameries make advances of this sort. _ A County 
Clare witness said “ Proprietors of creameries have also a system of loaning money 
to farmers to purchase covrs on their own note of hand ; some charge no interest, while 
others charge interest at the rate of six per cent., but in each case the farmer must send 
his milk to the creamery of the lender. This is a system which interfei-es with the hberfcy 
of the farmer in choosing both his creamery and his methods of farming.” The Most 
Rev. Dr. Kelly, Lord Bishop of Ross, brought under our notice an mstructive case of a 
farm being sold up by • a proprietary creamery in connection_ with money due to it by a j 
farmer under this system of advances. The method is one which, like several others ohove [ 
referred to, ofiers facilities that tempt farmers to have recom-se to it in preference to sounder } 
forms of credit ; but in many cases the results are the reverse of beneficial. _ We are glad \ 
to learn that the I.A.O.S. discourages the practice in the creameries affiliated to that ^ 
Society. | 

• f 

Increasinf/ Competition of Shops and imp-oved transit facilities. [ 

190. It does not lie within the scope of our Inquiry to deal with the various problen^.s : 
connected with the decline in the rural population and the increase in the urban ’ 
population of Ireland. In the decade 1901—1911 the agricultural classes diimnished ; 
by 10.8 per cent., and the industrial by 4.06 per cent., while the conunercial class . 
increased by 13.5 per cent, in the same period (the diminution in the total population 
being 1 . 53 per cent.) The whole question of rural depopulation is at present attracting 
much attention in various countries, and an extensive literature upon this important 
subject now exists. 

Nor do we propose to enter into Ike controversial question of the relations between 
shopkeepers (or middlemen) and farmers in Ireland, save in so far as it has a definite bearing 
upon the rural credit problem. In this respect the evidence offered at our Inquiry gives 
strong confirmation of the view that the increasing competition of shops in country 
districts has done much to break down the injurious monopoly of individual traders by 
setting up keen competition to the distinct advantage of the farmers in the consequent 
reduction of prices. The increasing use made of the parcels post, and the improved 
facihties for communication and transit operate in the same direction. 1 


Opportunities of tendering given hy some Co-operative Societies to local traders. 

190a. We learned of several instances in which Co-operative Societies have taken 
advantage of increased trade competition by giving an opportunity to local shopkeepers to 
tender for the supply of agricultural requirements. Thus Rev. M. Aherne, c.c., of the 
Gortroe Agricultural Society, Youghal, said ; — 

“ What we always do is, we get to know the quantity of goods which our members require, and 
we then invite the merchants to tender for the supply. We invite the local men and those from a distance, 
and let them come into competition, and we give the order to the lowest tender, and always give a pre- 
ference to the local man- I don’t think any merchant could object to suppl)’ us on these lines. That 
is what is done by the public Boards of the country. If a mei-ohant does not reply to our invitation, we 
don’t ask him again to do so ; or if, when we examine our goods, we find that they ate of a low qualit)' 
or bad, we don’t ask the man who supplied them to tender again ; but at the same time, we give him 
an option by leaving it open to him to tender again on paying a fine. IVe fined one merchant £6 and 
anotlvi' £3.’’ 

This witness informed us that “ the merchants compete and they cut their prices 
veiy keenly.” 

A similar plan wds referred to by Rev. A. Clancy, p.p., Ennis, another witness 
interested in the work of co-operation, who said : — 

*' The town traders have been up in arms against lie co-operation of the farmers because they say 
it is interfering with their legitimate trade. I don’t believe it is interfering with their legitimate trade, 
but 1 think it would get over their objection, and do as well for the farmers if the town traders got a 
chance of tendering. I know a case in West Clare where an agricultural Society had been getting certain 
manures from the manufacturers at prices very much lower than the shops in that district. One year 
a. local trader ofiered, if they gave him an order, to supply them at the manufacturer’s price. 

Q. “ Did they agi-ee to that ? — A. Yes. 

Q. “Did they find tire .seeds supplied by the local trader satisfactory ? — A. They did.” 
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. FcM'm&rs mid “Middlemen.” 

191 . It is certain that with the steady spread of agricultural co-operation — and few, 
if any, agencies possess, we believe, more potentialities for good in the development of 
Ireland’s rural economy — shopkeepers will stand to lose in some directions. Such losses 
are inevitable concomitants of all progress. If farmem, for instance, were, as we 
recommend above, to go in on a much larger scale for the home growing of their own 
feeding-stuffs and to desist as far as possible from the wasteful practice of buying these 
requirements in shops (often at a higher price than that which it would cost to grow them), 
one result would naturally be seen in much diminished shop bills for these articles. But 
in the end the increased financial gain to the farmers would unfailingly re-act beneficially 
upon the .shopkeepers, for with added material prosperity the farmers would be in a position 
to augment their expenditure in other directions, especially in the necessaries, and even 
luxuries, of household consumption, and to pay cash where now they purchase on “ long 
credit.” It is also to be recollected that many shopkeepers in Ireland are themselves 
also farmers, or are mamed to the daughters of farmers, so that the line of demarcation 
between the two classe.s is often very indistinct. By a process of mutual give-and-take 
to the advantage of both parties, on lin^ similar to those followed by the Gortroe and other 
Societies, it seems possible to avoid, to a large extent, needless causes of friction. 

Need far recognition of true 'position of agricuUu/ral ird'ustry. 

19lA. We may add that one elective means of retarding any undue iucr^se in the so- I’ara. mo. 
called “ non-producing ” classes and the decline in the numbers of the population engaged in 
work upon the land would be the successful instilling into the minds of the rising generation 
in rural districts of a much-needed recognition of the true dignity of the agricultural pro- 
fession, and of the many real advantages which it has to ofier. There is a marked tendency , 
we fear, tor the sons and daughters of Irish farmers to seek cleric'll and business e mp l o y - 
nient in preference to an agricultural career, and to look down upon the latter. When 
to this feeling is added the magnetic influence of towns, with their many advaiitages and 
amusements, the increase in the civic population at the expense cf the rural is ^sily under- 
stood. All movements for the brightening of village life in Ireland and for the supply ot 
healthy recreations and amusements are therefore worthy of the strongest support. 


CONCLUSIONS. 

192. Our main conclusioiw in regard to shop credit advanced to Irish farmem are as 
follows : — 

(а) The “gombeen man” or local moneylending shopkeeper has in recent years pnvas. i 
almost disappeared from all but some remote districts in Irel'^nd. 

(б) An injurious amount of shop credit, on the othai hand, still exists, ■ 

the whole the burden is probably diminishing with the impimved 

the new tenant-purchaseis. There was evidence, h^owever, as , , of rorofi^ 

on the increase in some districts. Increased cost of living and a higher •, • 

tend in this direction. A moderate amount of shop credit is, m fact, a necessity m the 
agricultural as in other spheres of activity. 

(c) The great majority of traders would, we believe much ' 

their dealings with farmers ; but undoubtedly some are desixoi^ o , . . „o,,mtry 

in their debt so as to keep a hold upon them. The 

districts, combined with the parcels post, and improv^ fac existed in the 

are doing much to abolish the monopoly of individual shops which often existed 

(d) In some cases intere.st is charged by shopkeepers for 

others no extra charge is made for moderate periods of credit. {nialler farmers 

credit ” lends itself to serious abuse, through the ignorance of ^ . - Uook -keeping, 

as to the exact prices paid or interest charged. Iricreased ms , . t districts, 

accounts, value ot money, questions of relative cost, &c., is miic 

(e) A great deal of the indebtedness of the Inferior goo(k are 

stufis, much of which could with profit be gro-^ upon his o • on small Par-»s. 

at times suppHed to “credit” c^tomers. The revival of f 

farms where difficulties connected with the cost of lured labour 
needed reform which would in itself tend to reduce shop deb . 
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L87. (f) Many necessitous fanners have often been saved from bankruptcy in bad seasons 

by the financial aid rendered by shopkeepers who have advanced money or allowed accounts 
to remain unpaid in cases where no Joint Stock Bank or similar institution would or coiili 
have assisted. In numerous instances the traders have stood out of their- money for years 
with little or no recompense. It is fair that these services should be recognised ; but a 
sound credit system suitable to tie needs oi the poorer farmers would render such ail 
from shopkeepers largely unnecessary. 

188, {g) The injurious system allied to “ barter ” is one of the worst possible forms of 

ruralcredit ; but it has, like gombeenism, almost disappeared from Ireland save in districts 
remote from country towns. Lending by butter merchants to farmers is also an undesir- 
able system which has greatly diminished. Advances by creameries, repayable in milk 
supply, should be discouraged ; hut the credit dealt with through the agency of Agri- 
cultural Societies, and through seed loans to Credit Societies, is one of the best methods 
of financially assistir^ the smaller farmers. 

191 - (h) Much could he done to solve the controversial problems associated with the relations 

of farmers and “ middlemen ” by an opportunity being given by Agricultural Co- 
operative Societies to local traders of tendering for the supply of agricultural requirem^ts, 
a plan followed by some of these Societies ; and by traders, on the other hand, recogmsing 
that the increased prosperity of the farming classes effected through such_ agencies as 
co-operation must react favourably upon the general purchasing powers of agriculturists, a 
loss in some directions to the trader being more than compensated for in the long run by 
gains in other directions. 
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SECTION VI. 


THE LOAN EUND BOARD SYSTEM IN IRELAND. 


We next proceed to deal mth the Loan Fund Board syatem of Ireland in its various 
aspects, and especially in its relation to rural credit. , 

TJie Loan Fund Board system specially remitted to present Committee for report. 

193. By a warrant dated 10th January, 1912, His Excellency the Lord Lieutenant ap- 
pointed a Committee with the following terms of Reference : — “ To inquire into the financial 
position of the Loan Fund Board of Ireland, to which attention has been drawn in their 
recent Annual Reports ; and to suggest what steps, if any, may appear advisable,” This 
Committee consisted of the late Sir Frederick CuUinan, K.C.B., Mr. J. W. Drury, of the Local 
Government Board, and Mr. J. P. Walsh, of the Department of Agriculture and Techmcal 
Instruction, who, after hearing evidence from certain members and officials of the Loan 
Fund Board, submitted their Report on the 11th March, 1912. We shall later have 
occasion to refer to this Report, and need only say here that in its concluding paragraph 
the suggestion was made that a very useful purpose might be served if His Excellency 
were to invite the Vice-President of the Department of Agriculture and Techmcal 
hiBtruction to include the operation of the Loan Fund Societies within the purview of 
the Inquiry, about to be undertaken by the Departmental Committee on Agricultural 

Credit. . , , ,7 

Evidence taken m regard to the system. 

193a. The concui-renoe of His KxceUency in this suggestion was duly oonvei^d to your 
Committee by the Department; and we have accordingly devoted special 
the operations and re.sults of the Loan Eimd system. We may add rhat m view of the 
fact that our terms of Reference included all questions afiectmg 

n had already, before we were informed of the wishes of the Dish (hov^ment in th , 

matter, decided to obtain any available information m regard to ^ 

the Loan Fund Societies meet the credit needs of the rural classes. 

ewdence of eighteen , witnesses directly connected id yapous, . , , , ^ 

supervision, organisation, and worMng of 


witnesses who iere able to speak in their capacity of borrowers 

preeent TToan Fund Board, Rev. J. C. bwm, B.D., and Dr. 

.1 

the functions of the Board ana Its reiaiious vYiun ■ y , • r 

Treasurers, Secretaries, and Receivers of Loan Queen’s Conntvl 


members of the present Loan Fund Board, Rey. T.po'flrd to 

O’Connell, with Mlf^F. C, Scan, Inspector, fuimshed us mth useM 

e Board and its relations with the Societies. The other mt^ 4° trim 


ireasurers, Secretaries, and iteceivexs oi xiuau j. , Oiippn’s Countv, 

Carlow, Cavan, Cork, Fermanagh. Galway, Kings County, Lo 




It will, we tmnic. oe aavisauic t-mo various d 

and chequered history of Loan Fund Societies in Ireland. A 
atd falLes of the^ystem in the past “f”* ”4 

opimon, not only necessary for a proper important problems of rural 

very relevant to the consideration of some tne m i 

creit with which your Committee have had to deal. 


OUIGIN OF THE IeISH LoAN FCND SySTEM. 

194. It would appear that, as indigent and 

thich mauired into the Dish Loan Fund Societies, ^e sy^ introduced into Deland 


industrious persons small loans, repayable by ^g4isine control of certain 

by Dean Sidft who placed the sum of £500 under the supe^ 

persons for the making of loans to “^nreCe imp^^^^^ 

taw to the poorer classes of small loans otrao > p ^ 

, K. . , .A.- _ Af TpihB Parliamen 


■ order to form by voluntary 


““■gc w iiiits pouier uiaB»co v* • and various associations 

trade early attracted the notice of the Irish » voluntary 

of benevolent individuals organised themselve_ tradesmen, on the joint 

subscriptions a capital fund to be lent o ^ mthin a year, without 

security of one or more persons for repayme -ty the middle of the 


security or one or more persons lui jn the 

mterest.t The Musical SooietyJ; w hich existed m Dnbl 


s of IM Control Lorn luni Board oj Maml (1838) ; 
:, 1841. 


*0.8381-1897. 

t See First Avnual Fepori oj the Commissioners o 
Slttch of the Loan Fund System in Irdand; C. Pksm, 1 • Proaress of the Small Loan System 

t A^raci HisUn'y of the Musical Society of Irela , J 
Jovyided by that Society in 1747. (Dublin, 1838). L 
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eigh-teentii century applied a portion of the receipts taken at their concerts for the | 
purpose of assisting Loan Societies. In 1756 the Irish Parliament passed an Act which \ 
gave some slight protection to the Charitable Loan Funds then in operation ; while in I 
1778 the managers of the Dublin Musical Society already mentioned were, with several \ 
other personSj incorporated by an Act of the Irish Parliament (17 & 18 Geo. III., c. 12) I 
as a Charitable Loan Society, and authorised to hold property and to issue loans in the * 
manufacturing counties and market towns of Ireland. These loans were repayable by | 
instalments, but no interest was charged upon them. It will be observed that the Societies f 
were originally^ intended to assist workers in town industries rather than agriculturists. f 

“ The Irish Reproductive Loan Funds." [ 

196. During the early years of the 19th century various associations were formed [ 
in London with a view to improving the condition of the Irish peasantry. Some of these ! 
associations gave grants to encourage the straw hat manufacture ; others to improve | 
the Ii'ish fisheries, or the state of agriculture, either by small loans of money or by grants | 
of fishing-tackle, or of farming or manufacturing implements. These transactions were, f 
it appears, carried on through local committees in Ireland who corresponded with the [ 
parent associations in London. In the year 1823, which followed a year of severe famine, 
a sum of £331,081 was subscribed for the rehef of the acute distress in Ireland, and was . 
vested in a committee of bankers and merchants sitting in London. After the immediate 
relief of the distress a large surplus, amoimting to about £40,000, stood to the credit of 
this Committee. Various balances which remained in the hands of some local Relief 
Committees in Ireland brought the amount available up to about £66,000. This fund 
was worked (under Acts of 1823 and 1829) by County Boards of Trustees in Ireland, who 
issued loans through the medium of local Associations, with branch offices, in the 
ten counties of Clare, Cork, Galway, Kerry, Leitrim, Limerick, Mayo, Roscommon, Sligo, 
and Tipperary. 

These local Associations were entitled “ The Irish Reproductive Loan Funds,” 
to distinguish them from the already existing Loan Fund Societies, of which a great number 
had sprung into being. The Boards of Trustees of the “Reproductive Funds ” were 
subject to the audit of the London Board of Directors, who obtained in 1844 a Charter 
of Incorporation, giving them powers of control over the Irish County Boards. 'When 
the further very severe famine occurred in Ireland in 1847, it was proposed that the Fund 
should be handed over to the Government for disbursement, instead of being circulated 
in loans. The London Board consented to give up their Charter, and the Corporation 
was dissolved by Act of Parliament in 1848 (11 & 12 Vic., c. 115), the money in hands 
being placed at the disposal of the Lord Lieutenant for application to such useful purposes 
as he might think proper, with the sanction of the Treasury.* 

Mr. F. R. Bertolacci, ex-Secretaiy to the London Board, in giving evidence in 
1865 before the Select Committee of the House of Commons on Loan Fund Societies 
(Ireland), t said that in the year 1846, having become suspicious of the reports furnished 
from the Irish Reproductive Loan Funds, he made an inspection of the Societies. He 
added : — 

“ I found, in going into the details of them, the Board of Directors in London had been very matei'ially 
deceived ; they had received from the trustees the reports which had been annually made to them, and 
had embodied those reports in their returns ; and, in point of fact, a large portion of the Reproductive 
Loaji Fund was not then in operation. When I went to some of lie local associations, in some cases I 
found they were not in existence, and yet the chairman, in some instances, had been signing those returns, 
and had sent them to London, and they had, consequently, become embodied in the returns, as I have 
said ; in other cases I found that the system was working in a very lax way ; and all those circumstances 
put together, I believe, were the cause of the governors of the fund assenting to the transfer of the fund 
to the Ti-easury, to be disbursed for charitable purposes.” 

It thus appears that the laxity and even dishonesty which, as we shall see, was too 
often foimd in the system connected with the Loan Fund Board in Dublin, was 
prevalent in the working of the Irish Reproductive Loan Funds, under the supervision of 
the Board of Directors in London. 

The Act of 1823 dealing with Charitable Loan Societies in Ireland. 

196. In the year 1823 it was considered advisable, as the Dublin Musical Society, 
incorporated in 1778, had practically become extinct, to encourage Loan Fund Societies 

* This sum was vested in trustees known as the “ Trustees to Aid Sea and Coast Fisheries of Ireland. ’ 

In 1884 the fund was transferred to the Commissioners of Public Works. By the Land Act of 1891 it was 
transfeiTed to tlie Congested Districts Board, with the exception of £20,000 reserved for nou-congested dis- 
tricts. By the Act of 1899 this latter sum was placed at the disposal of the Department of Agricultui'e and 
Technical Instruction ; but was not actually transferred until 1904. 

t Report from the Select Committee on Loan Fund Societies. (Ireland), [259], 1855, p. 46. 
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by special legislation. An Act of Parliament* was accordingly passed wbich. authorised 
any number of persons desirous of forming a Charitable Loan Society to do so, and to 
charge interest on loans issued by them. 

This Act laid down that it should not be lawful for any such Society “ to make 
any Loan to any one Individual within Twelve Months, or to provide any Implements 
of Industry for any one Person within Twelve Months exceeding in Amount or Value the 
smn of Ten Pounds ” ; bui it allowed loans of £100 to be made to a committee or committees 
of three or more solvent persons, upon their joint and several securities, repayable in 
twelve months, with interest. No Trustees or Managers were to receive remuneration, 
but clerks were to be paid salaries and expenses, as sanctioned by Rules. An interesting 
Section read as follows : — 

“ All Looms, Spinning Wheels, Reels, Hackles, Oalendaxs, Presses, or other Implements of Industry 
which slrall be provided by the said Societies, shall, before they be delivered out by them, be sealed or 
stamped with such Mark or Marks as by the said Societies may be directed ; and that no such Looms or 
other Implements as aforesaid, so sealed or marked, shall be distrained for Rent, or on any other Account 
whatever, or shall be seized by vii-tue of any Process or Execution by any Sherifi, Seneschal, or Bailiff, 
or other Person whatsoever, unless in Cases when such Seizure or Sale is at the Suit or on the Behalf of 
the Societies established under this Act, whensoever the Parties receiving such Implements shall fail in 
peiforining then’ Contract or Engagement for the Payment of the Price of the same.” 

The final Section authorised Loan Fund Societies to deposit such part of their funds 
as the Societies might think fit in any Savings Bank established in Ireland under the Act 
entitled An Act to encourage the Establishment of Banks for Savings in Ireland.'f A further 
amending Act was passed in 1829j; 


Establishment of Loan Fund Board m 183H. 

197. It was not long, however, before it became clear that many abuses had arisen 
in connection with the Act of 1823. The term “ all necessary expenses ” to be paid to 
clerks under the Act had been given a wide interpretation, and members of the fannlies of 
directors were in some instances largely remunerated, the profits thus being reduced to 
little or nothing. In some societies the capital was free of interest, while the borrowers 
were charged 6 per cent. ; but the large profits thus earned were swallowed up by expensive 
management. A further Amending Act§ was accordingly passed in the year 1836 authoris- 
ing the Lord Lieutenant to appoint a Central Board of Commissioners, entitled the “ Loan 
Fund Board,” to supervise the working of the Societies. This important measure, which 
was the origin of the present Irish Loan Fund Board, enacted ; 

“ That for the geneial Control aud Superintendence of all Loan Fund Societies established or to be 
established ’in Ireland under the Authority of this Act there shall be One permaueut Centra Board m 
Dublin, to be denominated ‘ The Loan Fund Board,’ the Members of which shall be chosen by the Lord 
Lieutenant or other Chief Governor or Governors of Irdand for the Time being, aud which Board shidl 
have Power to inquu-e into the Proceedings of all such Societies in order to ascertain \\hethei the Rules 
so to be certified and enrolled as aforesaid have been duly attended to, and that the Funds of such Societies 
are applied to the Purposes for which the same are intended, and such Board may, wheie nece^ary, 
appoint Inspectors and other Officers, who shall have Power at all reasonable Times to inspect tie Books, 
Accounts, and Papers of or belonging to such Societies. 


Loans not to exceed £10 ; interest at rate of over 12 yei' cent. autJumsed. 

197 a. It will be observed that this legislation empowered tbe Board to appoint Ins^otors 
and other officers, but did not specify any mode ot paying them ! The Rnles of a 
had also to he submitted to a Barrister (appointed by the Loan Fnnd Board) I he Act 
laid down that it should not he lawful “ to make any loan on personal X/that 

individual at any one time exceeding in amount the sum of i„nn bad 

no second or othm loan should be made to the same mdmdua ^ nev^ 

been repaid. This limitation of the mammnm amount of loan to £10 has never 
removed. 

It was also enacted, that the Society could lawfully c 

■■ demand and receive from the Per.o. to whom any Loan may bXt'UnXmZt whTcl Zn dVe 
the Ml Amount of Interest np to the Time tod for Payment of the last InrtalmeM^^^^ 
on the whole Money so advanced, at a rate not exceeding Smpenee m the Pound foi iwenly w , 

and that the amount of the principal could be leoeived by XX’Xoam were ^dem 
in snob proportions as the Trustees or Managers m^ht think fit. enabled to 

coverable before Justices of the Peace ; while the Trustees o a Writable purposes 
devote such of the surplus profits as they thought p roper to local charitable purpos es, 

• 4 Geo. IV.. c. 32, t 57 Geo. III., c. 106. t 10 Geo. IV., c. 42. § 6 A 7 Wm, lV.,^e.^65, 
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without reference to the Central Board, save that the Board s approval for the appppriation t 
of the profits was necessary in certain events, such as the dissolution of the Society. | 

Exem-ptwn of certam Societies from control of Board. | 

198. Only two years later, in 1838, further legislation (1 & 2 Vic., c. 78) was passed, I 

providing for the appropriation of surplus profits for local charitable purposes hy the | 
managers of Societies ; giving the Board power to reduce prospptively the salaries .of | 
clerks, if they were out of proportion to the business ; requiring Treasurers to fed f 
security ; and exempting all the Loan Bunds connected with the Irish Reproductive Loaa • 

Funds Institution, above referred to, from any control by the Irish Loan Fuad \ 

Board. This exemption was enacted in spite of the protests of that Board, and was evi- ^ 
dently the cause of much mischief to the whole Loan Fund system in Ireland. Till theii f 

cessation, however, the Reproductive Loan Fund Societies continued to be exempt from | 

the authority of the Board in Dubhn. In their report for 1842 the Loan Fund Board ‘ 
gave figures for 228 Societies ; and stated that there were in addition about 100 Societies j 
in operation, but exempt from rendering any account to the Board ; as well as about 30 | 

other Societies working illegally under colour of the exemption clause. [ 

First Armual Befort of the Loan Fund Board. ■ 

199. In their first Annual Report, that for the year 1838, the Lop Fund Board indi- \ 
Gated the risks which would be mcurred by departing from_ certain fixed rules m tie ^ 
local management of Loan Fund Societies, a warning the wisdom of which was more 
than justified by subsequent events. The Report stated : — 

“ The Board regard the chargmg of the established rate of interest, the enforcement of small hues, 
the limiting the expense of management, the appropriating the profits to local charity, and Ae inspeotog 
and pubhcity of accounts as the leading features of the system, formed by the Acts of 1836 and 1838; 
these cannot he disregarded or lost sight of without injury to the borrowers themselves, and wiwout m 
lime rendering these institutions more injurious perhaps than beneficial. . . . No funds having yet 
been placed at the disposal of the Board, these institutions have hitherto traded on donation and deposits.' 

In 1839 tbe number of borrowers was 352,469, and the gross profit almost 
£30,000. 

Early appearance of irregularities and abuses in the system. 

200. In the following year (1840) the Annual Report stated : — 

“ While the Boai'd gladly draw attention to the benefits conferred by the system, they by no means 
shrink from admitting that many irregularities, in some cases abuses, exist ; but^it is their firm and 
deliberate opinion that this may be rectified by vigilant care and superintendence.” 

The chief abuses referred to were the paying of 6 per cent, on large sums and 4 per cent, 
on small, whereas the converse should have been the case ; the paymg of large salaries to 
officers of Societies; the high rents paid for offices; and the misappropriation of net 
profits. In regard to the last named, the Board expressed their opinion that this arose from 
a mistaken philanthropy in many quarters, rather than from any intentional misapplica- 
tion. The Board also complained of their lack of power in defining districts, so as to prevent 
the clashing of Societies. 

In 1842 the Board reported that the various Acts of Parliament had not proved 
adequate, and emphasised the extreme importance of frequent and vigilant ir^pection of 
Societies : — 

■■ These Acts were all drawn at a period when very little was known of the capabilities or evils of tie 
Loan Fluid system, and their object was rather to encourage the formation of such institutions than to 
provide against the abuses to which they are liable. These abuses have increased with the growth of tie 
system, and in many cases have brought the system itself into disrepute, and the present laws have proved 
inadequate to correct or prevent them. The Board have, therefore, caused a Bill to be prepared 
embodying such amendments as they deem essential to the well working of the system. . . . The abuses 
of the system appear to the Board to have mainly arisen from two causes ; — 

1, The want of a proper and vigilant inspection. 

2. The absence of summary power being vested in this Board for the correction or eradication 

of evils when discovered. 

“ With regard to the first clause it may be remarked that it does not appear to have been contemplated 
by the frameis of the Loan Fund Acte that the system would ever reach one-tenth of its present scale of 
operations, and the sum. fixed by the Act as a maximum for the expenses of this Board of control was £6W 
per annum. There were, at the close of 1842, 800 difierent offices scattered through 31 counties in Ireland 
Some of these offices issue upwards of £1,000 per week. It is desirable that these offices should be visited 
and the books inspected two or three times in every year by an officer of the Board ; and it is absolutdy 
necessary that they should be visited at least once a year to examine into accounts and the general working 
of the Society. The Board also think it very desirable that one of their officers should be present at the 
opening of every new society. But far from the Board being enabled to extend this necessary inspection, 
the funds placed at theii disposal have not admitted of their making even a preliminary inspection of each 
society, being little more than adequate to defray the expenses of their office in Dublin.” . , 
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The important consolidating Act of 1843. 

201 . To remedy the growing abuses and defects of the Loan Fund system the important 
Act of 1843* was passed. This Act was one “ to consolidate and amend the Laws for 
the Regulation of Charitable Loan Societies in Ireland.” It repealed most of the pro- 
visions of the previous Acts of 1823, 1829, 1836, and 1838, and is the Act under which 
the existing Societies carry on their operations. The Act is a lengthy one. A concise 
summary of its main provisions, appears in the Report of the Committee of Inq^uiry of 
1896. t It authorized a rate of discount on loans not exceeding 4d. in the £ for 20 
weeks, the amount of the principal to be received by instalments as decided by the 
Trustees or Manager. 1‘he Board was empowered to authorize a Society to lend funds 
at interest not exceeding \\d. per £ per month, repayable by instalments at intervals of 
not less than 27 days. One of the most important changes made by this Act of 1843 was 
the reduction of the rate of discount from 6d. to Ad. in the Pound for twenty weeks, a 
period of grace being panted to prevent inconvenience by too sudden a change in the 
rate. This change reduced the rate of discount from £12 8s. 3d. to £8 5s. 6d. per cent, 
per annum. 

Model Hides issued by the Loan Fund Board. 

202. It would appear that local Societies did not prepare Rules, as empowered to do by 
the Act, but made use, with various modifications, of the printed model Rules approved 
of by the Loan Fund Board, which were in existence since 1836. These Rules have since 
been frequently modified and improved, especially as a result of the Report of the Com- 
mittee of 1896. We reproduce in full in the AppendicesJ the model Rules now issued by 
the Loan Fund Board for adoption, with any necessary changes, by Loan Fund Societies. 

During the years following the passing of the Act of 1843 the defects in the 
system and the abuses to which it was liable seem in no way to have diminished. 

In 1844 the Board deemed it advisable to direct that the Rules of each Society should 
contain a provision that loans should not be granted to borrowers residing at a distance 
exceeding five miles from the Society’s office. During the year the large number of 53 
Societies either ceased operations or were in process of doing so. 


Illegal rate authorized in 1845 on Monthly Loans. 

203. In 1846 the Board called the attention of local managers to the 28th Section of 
the Act of 1843, which, the Board said, empowered Societies to issue loans repayable by 
monthly (instead of weekly) instalments, at a rate of discount not exceeding Ijd. per pound 
per month, or 7^. in the pound on the sum issued for a period of five months. The 
circular stated : — ' • , , 

“ The Board consider this description ot loan preferahle to the weekly system tor an agncn tm-al 
distiict, as the Borrowers have more time to make their loans reproductive, and have not to make so 
many ionrneys to the cfBce. These loans are also attended with much less trouble and inconvenience 
to the gentlemen who so kindly devote their time to working these institutions tor the benetit of ttieir 
poorer neighbours.” 

We thinlc there can be no doubt but that the Board misinterpreted the above 
Section, as referring to loans to be repaid by monthly instalments, and also overlooked 
the distinction between “interest” and “discount” in the reading of the Seotipn. 
As inieresi the charge of lid. per pound per month (lunar) is £8 2s. llct. per cent, per 
annum ; but as discount, it amounts to £13 11s. Id. per cent, per aimum, on loans re- 
payable by instalments, i.e., a rate higher than that made illegal by another Section of 
the Act,§ 


The sum of £1,867.000 lent by the Societies in year 1846 in 507,000 loans. 

203a. In tte year 1842 the number ol.Societies in existence had reached a manmum 
(300) not before or since attained. In 1846 the number had fallen by 46 to 26.6 but m 
respect of capital and circulation this year, marked the highest figures, w 
follows 


Capital 

Amount circulated 
No. of Loans issued 


£444,427 

£1,857,457 

507,339 


• 6 & 7 Vic. c. 91. 1 0. 8381-1897, pp. 4, 5. Jte Appendix 18 to Hmutes ol iSvide^^^^ 

§ See the observations of the Committee of 1896 [0. 8381-1897, p- ]• 


See para. ‘243. 
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Greatly diminished Circulation of Loan Funds in 1847. 

204. The Board mainly attributed the huge decline of £906,750 in the loans made m 
1847 to the fearful famine of that year (the number of loans made was almost 240,000 
less than in 1846). 

“ Many depositors, having no longer confidence in any institution issuing loans to the humbler clasec-g 
in Ireland, have withdrawn theii deposits, or served notice on the Trustees of theii intention to do so • 
whilst others of this class have withdrawn their little accumulated capital, so invested, for the piupose of 
emigrating. 

“ But whilst the Board notice the famine as the chief cause of the diminishing circulation of the 
Loan Funds, it appears to them that there are others in operation. 

“ In the first place, the tendency of the Board’s own control has been to diminish rather than to 
increase the circulation, gradually closing ii^titutioiis of doubtful character, which had been certified 
under the abrogated rules, and refusing to certify any new ones, without having endeavoured to satisfy 
themselves, in the first instance, of the respectability of the parties proposing to conduct the operations. 
Another cause of the gradual contraction of the circulation is to he looked for in the odium which has 
attached to the s 3 T 8 tem generallyin some districts where had management, and the operations of uncertified 
Societies, or pretended Loan Fimds, haVe brought any sort of money loans to the humbler classes into 
disrej)Ute. The 63rd Section of the Statute which makes the formation of such institutions penal does 
not direct this Board, or any other public authority, to take the initiative in suppressing the same.” 

See para. 881 . Yotir Committee, in tbe Section, deabng with deposits in Credit Societies, will have 

occasion to refer to the evidence which we have received, indicating that the past unhappy 
history of many Loan Fund Societies has rendered it dif&cult in certain districts of the 
country to win the confidence of small depositors, so as to attract their savings to Credit 
Societies. The lesson as to the vital necessity for a sound system of control and supervision 
for any small credit institution needs no emphasising. 

The position of affairs continued to be so unsatisfactory that in their Annual Eeports 
for the years 1851 and 1852 the Board urged “ that some inquiry. Parliamentary or Govern- 
mental, is urgently required into the adequacy of the present machinery of local manage- 
ment, and of the existing legislative control over the institution, for the due protection of the 
savings of the industrious poor that are invested in Loan Funds in this country.” In 1854 
Sir John Kingsmill resigned his membership of the Board, informing the Chief Secretary that 
his action was due to the “ inefficient and powerless nature of the law by which it (the 
Board) is regulated, and the consequent unsatisfactory state of its affairs.” 


Evidence given before Select Committee of House of Commons in 1855. 

205. As a result of repeated representations, a Select Committee of the House of 
Commons was appointed in March. 1855, to inquire into the Laws affecting Loan Fund 
Societies in Ireland. 

It is clear from the evidence taken both by this Select Committee, and by 
the Commttee of Inquiry appointed by the Loan Fund Board in 1896, that from the 
very beginning the Loan Fund system in Ireland has had, on the whole, in spite of some 
undoubted benefits conferred by it, a most unfortunate and in many respects a painful 
bistory. In giving evidence before the House of Commons Committee in 1856, Dr. R. 
R. Madden, the then Secretary of the Board, stated that the losses made by Societies on 
loans, owing to cost of management (including salaries of clerks, rent, law expenses, etc.) 
were made up by ‘‘illegitimate sources of revenue, excessive fines, and taking prepay- 
ments. . . Sorne Societies gQ on fining with a view of deriving additional revenue. . . Many 
Societies continue to impose fine after fine, and there is no regular and uniform practice 
in the different Societies.” 


Continuance of grave abuses in the 'ioorhing of the system. 

witness, who had an intimate knowledge of the facts, went so far as to state 
that badly managed Societies ” formed “ a large portion of the whole of the Societies in 
connection with the Board.” He added that “an illegitimate revenue is derived from 
excessive fines, from taking piepaymente, and from heavy charges for cards and papers, 
wmch enormously increase the expense of the loan to the borrower, and far beyond the 
rate of interest contemplated by the Act ; I have known it to bring the expense of the 
accommoda,tion to upwards of 20 and 26 per cent.” He also referred to cases where 
teaudulent debentures had been issued by clerks of Societies to themselves and their friends, 
the trauds not being detected owing to neglect of duty by the local managers. The Board 
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itself liad fovmd it necessary to dismiss two of their Inspectors, “ one for very culpable 
neglect of duty, and the other for incompetency.” Some Societies, he stated, had not 
been inspected for at least three years. 

•• After my appointment, in Maph, 1850, 1 found there were a vast number of these Societies failing, 
and had for some time previously failed ; a great deal of money was lost to depositors. I found that bv 
any means at the disposal of the Board, of a legal kind, it was very hard to conti-ol the managers or to 
have anything like a uniform system of management. I found, practically, when I endeavomed to get 
opinions from our law officers as to the liability of managers, the result of the difierent cases I put to them 
was to the effect that we had not the power of enforcing the Board’s general mles, there were a 

direct violation of the Loan Fund Act, or some other Act of Parliament. ... I think the duties of the 
inspection were teitibly neglected,”* 


Lack of effective Legal Powers in Loan Fimd Board in regard to the Societies. 

207. ^^Tien asked to explain the nature of the control which the Loan Fund Board 
exercised over the Societies, Dr. Madden replied that it was “ by writing to them, and 
pointing out the rules which they have entered into ; and in the case of any violation of 
them, threatening them with withdrawing the certificate, and with gazetting ; but very 
often making threats, which are perfectly vain, and which cannot be carried into effect.” 
The witness also said that legal opinions had been obtained to the effect that the Board 
could not withdraw a certificate from a Society, save for some direct violation of some 
portion of the Act or of some British statute. He intimated that up to 1853 the amoimt 
lost in the Societies was recorded as £22,000, hut he heheved that double that amount 
had been lost. The capital available for circulation on the 31st December, 1854, was 
£214,735, and the total amount circulated in that year was £870,024 ; but in 1846 the 
circulation had been over £1,800,000. The deposits had in five or six years decreased by 
about two -thirds. 

Dr. Madden also explained that in the years of the great famine, 1846-7, a number 
of Societies failed, partly through inability of the peasantry to meet their engagements, 
but also because advantage had been taken of the situation to an enormous extent by 
fraudulent clerks, “ who embezzled, and endeavoured to get out of the charge by laying 
it to the account of the borrowers. ... I found that where clerks had been robbing largely, 
it was said that the borrowers were in three or four categories ; one was among the dead ; 
another among the absent in America ; another in the poorhouse ; very often the money 
was never in the hands of the borrowers at all, but in the pockets of the clerks.” 


Early impression that Government security lay hehimd the Loan Fund system. 

208. During your Committee’s Inquiry they have had abundant evidence of the fact 
that the depositors in Loan Fund Societies have been under the impression, even in com- 
paratively recent years, that they had Government security for their money. From the 
evidence given before the House of Commons Committee of 1855 it is clear that this fatal 
misapprehension existed to a large extent from the earliest years of the system. The 
following quotation from Dr. Madden’s evidence, deahng, amongst other matters, with 
this particular point, is of interest : — 


■■ There are two sourees of evil in connexion with Loan Funds ; those connected with the control of 
the Board, and those connected with tire management of the local tmstees. With respect to the Board, 
there is the evil of a fluctuating body of. Commissioners ; you may have a certaiu number of gentlemen 
who are members of the Board attending oue day, who will be perfectly conversant with the matter m 
hand, and you may not have any of those gentlemen attending at fiie next Board, or you may have pereons 
who would be perfectly informed upon one pai-t of the subject, but wholly uninformed upon the other ; 
those gentlemen give their gi'atuitous services ; and there are evils arising from expecting long-coirtinuca 
service without any emolument. With respect to the managers, you have the evils arising from gentlemen 
giving then names to these institutions without giving tlieii' services. The poor depositore, haying ^eat 
confidence in the gentlemen of the locality, believe, when they see their names down as trustees, that those 
gentlemen are vii-tuallv giving their services ; and when they see the name of the secretary ot the ixiau 
Fund Board at Dublin Castle affixed to the debentmes, they think they have got Goveri^ent secmiU 
for their money ; whereas they have, in fact, neither supervision from the 

security from ^e Government. . . I think the institution ought to be abolished rather than be allowed 
to go on in its present form.” 


See para, 


It is evident that the first thirty years' operations of the Irish Loan Furid system 
were productive of many mave abases, due to defective legislation, to lack of competent 
inspection, to grave neglect of duty by the local Committees, to fraucUent acts on the 
part of officials of the Societies, to illegal exactions from borrowers in the shape or ime s. 

* House of Commons Paper, 269-1855, p. 10, ei seq. 
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etc., and to the absence of proper control and supervision by the central body. This last- 
named defect-'Was due, it should be said, not only to neglect of duty by the Board and some 
of its Inspectors, but to the absence of legal powers to eidorce the carrying out of Rules, 
It may be noted that in the earlier years the Board was a cumbersome body, 
consisting of about thirty members, only a few of whom were in the habit of attending 
its meetings. The present membership of the Board is six. At various dates Circulars 
were issued by the Board to the Societies, with a view to improving the management and 
securing adherence to the Rules and to the Acts of Parliament ; but this action appears 
to have had little effect, in the absence of legal powers to enforce such regulatiom. 


Report op Select CoMivnTTEE of House of Commons. 1855. 

209. The Report issued by the Select Committee of the House of Commons in 1855* 
included the following main recommendations; — 

(а) That security should in all cases be exacted from the Treasurer, and might also 

reasonably be expected from the Trustees of a Society. 

(б) That it was doubtful whether the existing Loan Fund Board, consisting of unpaid 

and irresponsible members, was sufdcient for its purpose. 

(c) That frequent and efficient inspections of Societies were requisite. 

(d) That unnecessary increase of expense to the borrower by illegal fines, or by 

harassing demands upon his time, shorxld be discontinued. 

(e) That surplus profits should be utilised in forming a reserve -fimd towards the 

expenses of the Board, instead of being appropriated to charitable purposes. 
(/) That after a sufficient reserve had bee)i created, the interest charged to borrowers 
should be lowered to an amoxmt sufficient merely to pay expenses. 

It does not appear that any direct action w^as taken upon the Report of this Com- 
mittee, in spite of frequent references to the ui'gency of the matter in the annual reports 
of the Loan Fund Board. 


Seo pai-a. 172. 


Position of the Loan Fund System from 1866 to 1896. 

210. From the year 1860 the Board’s income began to decline, owing to the decreased 
sale of forms. In 1867 the deficit was £168, the total income being £667 against aa 
expenditm’e of £835. In this and several other subsequent years the Board found them- 
selves compelled to sell a portion of their invested funds in order to defray their expenses, 

In this rapid survey of the history of the Loan Fund Societies we now' pass to 
the year 1872, when an amending Act of Parliamentf was passed, empowering the 
Board to charge 2iZ. instead of Id. for Promissr ry Note forms. This change enabled the 
Board to report a balance in hand of £419 in 1874, in which year the operations of the 
Societies had fallen to the still large sum of £523,048, as compared with £1,857 457 in 
1845. 

The reasons given by tbe Board for the decrease are of interest : — 

“ This very loi-gc decj'ease for some yeps past may be attributed partly to alteration for the better 
m the circumstances of that portion of the industrious agricultural poor of Ireland which constituted the 
borrower class of Loan Funds, but largely it must be asciibed to the practice which has been adopted 
by the branch banks throughout the country to a large extent of issuing loans so low as £10, andevea£5, 
to bon-owers of the class of favmera and defers on a small scale, who could oulv lieretofoi'e oet loans of 
such small amounts from Loan Funds.” ‘ 

We have pointed out elsewhere how this spread of branch banks in the rural 
districts of Ireland has also largely led to the almost total disappearance- of the old-time 
“ gombeen man.” 

We pass over the years from 1874 to 1896. during which the decline steadily 
continued, as Will be seen from the Table given as anAppendix,J showing at a glance tbe 
fibres of the movement from 1838 to 1911. This information has been extracted from the 
74 Annual Reports of the Board, and has not before, we believe, been available in this 
concise form. 


Appointment op Committee op Inquiry, 1896. 

V ^ 1896 the Board had under consideration the Keport of their Inspector, Mr 

loung, detaihng the evrls of management which existed in several districts of the country 
These abuses had been previously reported, and their discontinuance had been ordered bj 
the Board. As, however, the Inspector found that no proper efiort had been made by tht 
Societies to carry out reforms in accordance with the instructions given, the Board 


• House ol Commons Paper, 269-1855. f 35 & 36 Vic. o. 17. ( See Appendix 31 lo Minutes of Bvidenoe. 
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acting upon a suggestion made by the Government, authorized a Committee of Inq^uiry 
to investigate and report to them concerning the working of the local Societies, This 
Committee was directed to ascertain, amongst other things, whether the Rules were duly 
observed by the Societies ; whether funds were properly applied ; whether renewal o^f 
loans took place ; and to inquire into “ all frauds, abuses, and impositions,” and the 
proper means for remedying them, llany of their recommendations have since been 
^opted, and were availed of in the revised Rules printed by us as an Appendix.* It is 
evident from their Report that the general condition of the Loan Fund system had little, 
if at ail, improved during the long interval of forty yeare which had elapsed since the 
Report of the House of Commons Select Committee. 


Ma.tn Findings of Committee op Inquiry of 1896. 


212. We insert here some of the more important findings of the Committee of 1896. 
Seldom has a more condemnatory Reportf been issued ; and it should be noted that the 
majority of the abuses and defects were said to be very general, and to be not confined 
to a minority of the Societies. The state of affairs revealed by this Report of seventeen 
years ago has been so largely responsible for the steady decline and present position of the 
Loan Fund system in Ireland, and the recommendations made convey so many much- 
needed lessons applicable in the case of all small Societies dealing with the receiving and 
lending of money, that we regret considerations of space prevent us from inserting 
more than a brief summary of the Mings. The evidence received at our Inquiry furnishes 
convincing proof of the manner in which the confidence of small rural depositors and 
borrowers in Ireland has been shaken by the past mismanagement and failures of so many 
Loan Fund Societies. 


The Committee found that ; — 


(а) An almost univei-sal overlapping of districts existed. 

(б) The management was usually .left by the local Committees in the hands of the 

clerks ; little or no personal interest was taken by Treasurers or members 
of Committees in the working of the Societies ; there was often no verification 
of accounte by members before certifying them as correct. 

(c) The maximum salaries allowed by Rules were usually paid to clerks, the average 
being £96 105 . ; these payments were, as a rule, altogether excessive having 
regard to the duties performed, which rarely involved more than one day’s 
work each week. The . same person frequently acted as clerk to several 
Societies, with salaries totalling from £200 to £600 per annum. 

Excessive rent was often paid for office accommodation, especially when the 
clerk of the Society was landlord. Treasurers had frequently received 
remuneration under heading of “ incidental expenses,” although they seldom 


discharged their duties. ^ • 

(c) Little eacouiagemeut had been given to thrifty people to place then savings 
with the Societies. The maximmu rate of discount, even on free capital, 
had been charged to borrowers, in order to obtain funds _for^ payment of 
salaries and of interest on debentures. The mapnty of the Societies had 
become merely private money-lending offices, making loans indiscriminately 
without regard to the character of the borrower the offiy consideration 
being the sffivenoy of the sureties. Borrowers had been accepted as sureties 
for other borrowers to an unlimited extent. 

(/) Fines, in spite of the Board’s prohibition, had eveiy'where been made a source 
of revenue, and were often calculated on the maximum scale. 

(p) Renewals of loans had, in spite of legal prohibition, be® 

maioritv of Societies, and were the most serious abuse disooveied. ihese 
mSI 4tti the iiffiiction of fines, often caused the rate of mteiest paid 
by borrowers to exceed 20 per cent, per annum, not mcludmg the expens 

(h) Th:‘ne"jsS—browers were not met 

or monthly instalments, since such botrowem could 

from the expenditure of the loan until the end ofjeTC^oi ei ght mo -■ 


•*See Appendix IS to Minutes of Evidence. _ Pmreedinas of Charilahk Loan Societies 

iReport of the Committee appmfd fo %n%n^e Report of 18<)6 should he read 

nd, esl(d>lithed under the Act 0 ‘ Vtc., c. 91, lO. i 


Ireland, - 

in conjimction with iJiis Section of oui' Report. 


Para. 381 
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213. The Committee appear to have taken much pains to ascertain by direct [ 

investigation from all the borrowers the position of afiairs in regard to the Societies. They i 

were thus enabled to detect the entry of a number of fraudulent loans, and, in one case, to j 

ascertain that the clerk of a Society had embezzled its funds to the extent of £580. | 

Another result of this systematic investigation was that the Committee discovered that { 
thousands of poor people had been kept permanently in debt at a high rate of charge for i 
long periods— for ten, twenty, and even forty years, long after the loans had ceased to | 

be of productive utility to the borrowers, but had become a species of rent charge ’ oa I 

* the families of those by whom they were originally obtained. | 

The Committee added : — 1. 

We regard the breach of this rule dui-ing a long course of years, by a large number of Societies, as [ 
the most serious abuse which we have to bring under the notice of the Board, and with a view to pre- { 
venting every possibility of the continuance of the renewal system, we recommend that the piactite 1 
which we found to exist in some well managed Societies be made a rule for all, viz., that in all cases a t 

clear interval of at least one week shall elapse between the payment of the final instalment of one loan f 

and the issue of another to the same individual ; and that m cases in which the instalments have not j 

been regularly repaid the consideratiou of an application for a fresh loan shall be further defeiied.”* ^ 

Legislation 'proposed hy Committee of 1896 to strengthen powers of Board. f 

214. We need not here give in detail the recommendations made by this Committee 

of 1896. It is important to note, however, that they considered that legislation would ' 
he necessary for the more effective control of the Societies. They stated : — 

“ We have carefully considered the question of the existing statutory powers of the Loan Fund Boaitl, 
and have come to the conclusion that legislation is necessary to enable the Board to more efiectively 
control the operations of the Societies to which certificates have been granted under the Act of 1843. 

“ At the present time the Board has no alternative but to order the dissolution of a Society in the 
event of non-compliance with the Rules under which it hol<b a certificate. The Board has no power 
either to recall certificates issued in past years or to impose on the Societies Rules which it may consider 
necessary for their proper management ... 

“ We aocordingly recommend, in tie event of legislation being found possible, that Section 9 of the' 
Act of 1843 be repealed, that all Loan Societies established under that Act be required to submit to such 
rules and regulations as the Board may consider advisable, and that proceedings for recovery of Loaus 
be restricted to the Court of Petty Sessions, whose decision should in all cases be final.”f 

The final paiagraplis of tbis Eeporb read as follows : — 

“ Although we regi'et to have to report that out of the 104 existing Societies there are perhaps not 
more than twelve or fourteen Societies worked fairly well in compliance with the Rules, we are satisfied 
that generally the good more than counterbalances the evil. It is evident that borrowers who have 
continued for years to avail themselves of the advantages of the system, always regularly repaying the 
instalments, must have devoted the loans to reproductive purposes, and have been benefited thereby. Of 
course, this observation does not apply to those Societies m which the loans have been continuously 
renewed. It is oui conviction that owing to the absence in the majority of cases of an energetic local 
committee, the system has not had, at least in recent years, a fair trial. 

“ We have considered the question how far the systetn may "be worked as a banking institution, 
where the industrious classes may not only easily obtain capital to assist them in their occupations, hut ' 
what is perhaps more important, may readily invest their savings with advantage to themselves and 
benefit to their neighbours. It is important to bear in mind that the liability of each depositor is stiictly 
limited to the amount of his deposit ; that in a well-managed Society losses by bad debts or defalcations 
should scarcely be possible, and that in addition to the confidence which it is hoped industrious person" 
will in the future have in the Societies when placed under the control of local representative committees, 
there is in many of the existing Societies a large reseiwe fund afiording further security to the depositor. 

“ Assuming that the Rules which we submit are in the future complied with, we have every reason 
to hope that the Loan Fund system will prove of material advantage to the indu.strious classes thioughont 
the countiy.”|: 

Improved Credit facilities in Ireland since 1896. 

215. In connection with the Eeport of the Committee of 1896, it is important to bearin 
mind that it was about that time that the establishment of Agricultural Credit Societies 

Paras, 282-4 in Ireland was cor^enced. In the year of the publication of that Report (1897), only 
four of th^e Credit Societies had been started. Also, the number of branches of Joint 
Stock Banks in Ireland in the year 1896 was about 250 less than at present. It is clear, 
therefore, that at that period the small rural classes who required loans, and who were unable 
easily to obtain them from the Joint Stock Banks, had little alternative but to have recourse 
to the Loan Fund Societies or to moneylenders. The subsequent increased expansion 
Pai-as. 38-45 of Joint Stock Branches and Sub -Branches, and the establishment of Agricultural Credit 
Societies, have to a very considerable extent altered the situation in many districts since 
the issue of the Eeport of the Committee of 1896, and have much diminished the scope 
of the operations of Loan Fund Societies. 


* C. 8381-1897, p. 22. Ibid., p. 25. J Ibid., pp. 27, 28. 
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One efiect of tliat Report was undoubtedly to shake public confidence in the Loan Fund 
tern as is evidenced by the decline in the number of Societies fi:om 102 in the year of 
the pubhcation of the Report to 82 in the following year, and by a further decline in almost 
each of the following years until the present time, when the number stands at 51, exactly 
one-half the number which existed in 1897. The circulation of the Societies has similarly 
fallen from £341,4:64 in 1897 to £190,846 in 1912, a decrease of 44 per cent. 

Action taken by Loan Fund Board on Report of Committee of 1896. 

216. The Loan Fund Board, having carefully considered the facts set out in the 
above Report, directed that a case should be submitted to Counsel “ for advice as to the 
proper steps to be taken with the object of having the Loan Fund Act efficiently 
administered, and also as to whether such steps could be taken under the existing law, or 
whether an amending Act of Parliament would be required.”* Later on the Board appear 
to have communicated with the Government in regard to the advice given them by Counsel, 
and also to have framed and issued, under Counsel’s advice and in accordance with sug- 
aestions made by the Committee of Inquiry, a new code of Rules for adoption by all Loan 
lund Societies. But the Societies as a whole preferred not to surrender the Rules under 
which they had been authorized to work. , • , x- 

The Board in their Report for 1896 expressed their opinion that without legislation 
on the lines recommended by the Select Committee of 1855 there could be no reasonable 
assurance of the removal of the abuses which so seriously endangered the existence_ of 
the Loan Fund system ; that legislation securing more regular and business-like attention 
to their duties on the part of Treasurers and Trustees was more necessary than in 1866, 
seeina that the local Committees included as a rule fe,wei persons of independent and 
responsible positions than formerly ; and that any evil arising horn having a Central 
Board consisting of “unpaid and irresponsible members ” could be remedied by gmng 
them paid assistance adequate to the duties of efficient supervision and frequent inspection. 

The Board also expressed their agreement with the recommendation of me 
Committee of 1855 that the appropriation of surplus profits of Societms to^chantabie 
purposes should be discontinued, and such profits employed in aid of the Board s expenses 
and in reduction of charges to borrowers. 

“ They desire to record the belief that the Loan Fund system, notwithstanding its 

tiallv useful to large numbers of borrowers of an humble class, and that these defects are capable being 
tbe .SAW of soitoble legislation. Ibe 

depended on the Loan Funds for advances, t 

Complaint was also made by tie Board that they had never had any voice in the 
selection of the paid officials on whom they had to f „wtof S 

only change mlde in the 

instead of Id., for each Promissory Note issued under the Act of 1843 had been made legal 
by Statute. Ofinimis in regard to Rmetoals of Loam. 

‘^ptrnrarr^idth^^^^^^^^ 

appeared to have prevailed from a remote time po y 

system. • _ . Lv- the Board had been to the effect, that nothing 

In 1888 a legal opinion obtained bj the Boara n waiting 

in either the Act or Rules rendered renewals liieg , . or there 

for the expiration of the twenty weete paid up Qocietv on foot of tbe original 

was deducted from the second loan ^ j^ore than £10 of the funds of 

loan ; as the borrower, in these cases, had no obtained on the point 

the Society in hands.f In 1S93 at the time 

as to whether a Society could legally sanction a o ^.^rent loan, even on the imder- 

of application in default for one or more fresh loan. The 

standing that the instalments m arrear were to ^ powers given 

opinion of counsel was to the efiect that ^he practice was abuse P , s , 

by the Act and Rules, and was iUegal. This dlegah ty, however. 


^FijtrnintkA,mual Meporlofihe Loan Fu^ui Board of Ireland [C- 3461-13%], P- 4- 

f Tbirf., p. 5. 


See para. 210. 
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to tlie borrower or bis surety wben sued under the Promissory Note. * As a residt of this 
opinion, tbe Board informed managers of all Societies where renewals prevailed that 
the practice should be discontinued, and they were given three years to put an end to it. 
The Board, however, intimated that “ this instruction was almost universally dis- 
regarded, and but little reform has been effected.” 

When it became fully apparent that no improvement _ had taken place, the 
Board again obtained in the Autumn of 1896 further legal opinion, which was to the 
effect that two conditions were essential, rmder Section 24 of the Act of 1843, to the validity 
of all transactions between a Loan Society and a borrower. (1) No loan should exceed 
£10, and (2) no second loan should be made to a borrower until he had repaid the previous 
one. “ Any loan made in violation of these essential conditions is forbidden, and by the_ 
Section referred to is declared to be unlawful : in other worc^,_ it is illegal, and the 
illegahty may be shown by the parties to the transaction, i.e., it is illegal as between them, 
and the borrower when sued may show that it is illegal as being in contravention of that 
Section.”* 


Serious difficulties in recovering loans owing to legal position in regard to renewals. 

218. It was soon after this opinion had been obtained that the Committee of Inquiry 
of 1896 was appointed. The Board submitted this Committee’s Report to Counsel, asking 
for opinion as to whether in case of renewal to a borrower of the same loan or a portion 
thereof the Society could recover the amount of such renewal at Petty Sessions. Counsel’s 
opinion was that the Society were entitled to recover, and that a breach of Rules framed 
for the domestic government of the Societies conld not be relied on as a defence by a borrower, 
unless such breach resulted in absolutely illegal money demands. But the system of 
renewals was a violation not only of the letter hut of the spirit of the Act. “ It was clearly 
intended that there should be a repayment in cash — otherwise it would be competent for 
the Society to keep a debt open in their books for an indefinite time. I think the legislature 
contemplated that a borrower should entitle himself to a second loan only when he could 
show that he was in a position to pay off the first.” 

The Loan Fund Board pointed out that these various decisions did not 
appear to involve the invahdity, under the ordinary law, of renewed Promissory Notes 
given under the Act of 1843, but merely meant that such renewals could not be sued on 
under that Statuie. If, however, actions were brought under the ordinary law, the absence 
of a stamp (dispensed with under the Loan Fund Act) would be practically fatal to the 
claim. The Board therefore suggested that prompt legislation should be obtained, 
exempting from stamp duty renewals given up to a certain date, and providing a simple 
mode of procedure for suing on these loans at Petty Sessions, instead of compelling Societies 
to go, at great expense and financial risk, to the County or Superior Courts. The Board’s 
Report for 1896 concluded as follows: — 

“ The difficulty of recovering on outstanding notes has had the effect of diminiRliin g largely the 
making of fresh loans for some months past. The Board are of opinion that the loss of revenue arising 
from this cause must before long render it difficult to maintain the organisation under -which the Loan 
Fund Societies are worked and supervised. 

“ Unless the (question of existing renewals is susceptible of prompt legislative treatment, -which will 
save so much of the capital represented by them as is fairly and equitably due, the extinction at an early 
date of the system administered under 6 & 7 Yict., o. 91, appears inevitable.”! 

Large decrease in the number and circulation of Societies in 1898. 

219. In. their Report for 1898J the Board referred to the dissolution of a number of 

Loan Fund Societies and the appointment of Receivers, but stated that it was 
impossible, without legislation, for the Receivers to recover any considerable portion 
of the money. A large decrease was shown in the circulation of the Societi^, 
one reason being that a number of outstanding loans, mainly in the north- 

west of Ireland, represented transactions which were, for one reason or another, 
irregular, * while recent legal decisions had sho-wn managers the necessity for avoiding 
certain irregularities, especially the renewal of loans. An additional reason was the 
withdrawal of deposits, owing to want of confidence in certain Loan Fund Societies which 
had been unable to recover debts due to them. The income of the Board for 1898 was 
only £495, as against £1,259 for 1896. The expenditure exceeded the income by £519, 
necessitating the sale of £500 worth of Stock from the invested Reserve. A Bill was 
mtroduced in 1898 to overcome the legal difficulty as to recovery of amounts due to Loan 
Fund Societies, but this measure was withdrawn towards the end of the Session. In 1899 
the Board had again to sell £500 worth of Stock. 


»■ i6?U,p. 6. t Ibid., p. 7. tSixtp-^st Annual Seport oj Loan, Fund Board [C. 9261-1899]. 
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Legislation of 1900 rendering certam Promissory Notes valid. 

220 At length, in the year 1900, the Charitable Loan Societies {Ireland) Act (63 & 64 
Vic c 25) was passed. The chief provisions of this measure enacted that any Promissory 
Note unpaid on March 1st, 1899, to a Loan Society should not be invalid or liable to stamp 
duty on account of certain causes, including the fact that the note had been given as a 
renival in whole or part ; that the borrower was non-resident in the Society’s district ; 
that the surety for the repayment of the loan was at the time a borrower ; that the original 
loan had exceeded £10 ; that interest or fines in excess of the authorized amount had been 
charged, etc. In their Report for 1900 the Board said that the effect of this legislation 
had already secured satisfactory results. In this year, again, the Board found itself forced 
to sell a portion of its Stock. _ • , i i i 

Unfortunately a new source of trouble in connection with the legal position 
of the Societies in regard to borrowers soon arose. In their Report for 1902 the Board 
uointed out that much confusion and imminent risk to the holders of Loan Fund debentmes 
m many districts had been caused by a decision of the King’s Bench* to the efiect that the 
Act of 1900 must be construed as regards limitation of time for instituting legal proceeding 
by the tenth Section of the Petty Sessions (Ireland) Act— and that summonses purporting 
to be issued under the Act of 1900, above referred to, could have been properly issued orUy 
within six months immediately following the date of that statute.f This decision naturaUy 
created a very serious state of aflairs. Tire Higii Court of Appeal confirmed tie decision 
of the King’s Bench in the matter. The Board estimated that the amount for the recovery 

of which legislative powers were needed was about £45,000. On vanous occasions Bills 
dealing with the situation were introduced into the House of Commons, but were withdrawn 
for different causes. 

Legislalitm of 1906 extending time for taking proceedings. 

221. FmaUy, iu August, 1906, the Act of 6 Ed. VII., e. 23 was passed, amending the Act 
of 1900 and facilitating the recoyery of moneys due to Loan Fund Societies hy ertendmg 
the time for taking prOTeedings under the PeUy Sesstms (Ireland) Act md m various 
ways. UndOT Vs Act Ld that of 1900 a ooi^iderable portion of special arrears 
due to Societies in the North of Ireland was recovered. 

Report op Viceregal Committee op 1912. 
theu?cL“ppl— 

S^^a^SVSSiSe ...... 

to imimre into the financial position of the Loan Fund Board. 

We take the foUowing extracts from their Reportt to His Excellency 

‘■Mr-. Scaix, the Inspector, a»,rib» the decay to 

the multiplication o£ branches of Jomt Stock Ban , ^ provisions, and, while maldng 

elaeticity in loan fund proceedings due to grteVnL adverted to in the 

due anowanoe for any etSeot that the Commission of 18% niay have nad Im tne tea 

Itev. Mr. Irwin’s statement, we are disposed to cone ■ airivcd when it has become not 

“ In these oironmstaneea we are S,rBoSd can continne to eidsi under 

only advisable but necessary to determme whe^er ■ Board in 1843. The Board’s annual 

the 'conditions of the country as almied smce the continue to carry 

report, np-ge that unless “““ 

on their work without a further sacr^ce of th *i n P o i ^ for ^ Treasury grant 

capital reroains between the oUbe reouirerl to provide salary, tTaveiling, 

of £500 a year. It is char that t^ suro, if OrgaSzer ’ ; for enabUng the 

and personal expenses for an additional ’ inswection • and for increased clerical allowances 

existnig Inspector to devote a good deal more time to inspection , ana 

at Headquarters. ,, , tliftt the Loan Fund Board should be placed 

“ We regret, however, that we are be^ asked to vote a capital sum, as 

become largely modified, if net. indeed, wholly chengfcl. ^ 


•AUhill V. Woods. (New Ii‘. Jurist, 5 Drer.,190A) 

Ireland to inquire into thejmmoiai position oi (he Loan Fu J 
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Scope. OF present Inquiry into Loan Fund System. 

223. Having thus given, as far as seemed necessary, an historical sketch of the Loan Fimd, 
System, we proceed to deal with the existing position of the Loan Fund Board and of 
the local Societies. From the evidence we have received at our Inquiry we have no 
reason to believe that the previous abuses and irregularities still exist — at least to any 
appreciable extent — in the present Societies. Improved inspection has undoubtedly wotted 
a beneficial change in the system, and some Societies are, in spite of their limitations, doing 
a fair amount of good in their locaUty. It is natural also that the soundest and best managed 
should out-live the more defective Societies. • 

But we think it well to make it quite clear that the object of our Inquiry into the 
Loan Fund system was not the same as that of the Committee of 1896. That Committee 
was appointed to inquire into the working of the Societies, the keeping of the Rules, and 
the best means of remedying frauds and abuses On the other hand, your Committee 
were mainly concerned with the general question as to how far the Loan Fund system 
(regarded as one of the existing methods of supplying rural credit) is adapted to the re- 
quirements of the agricultural classes. We therefore invited to our sittings officers of 
various Loan Fimd Societies, these invitations in most cases being accepted. These 
officers gave us very full and valuable information in regard to the constitution and working 
of the Societies, and made it clear that there is. a good deal of variety in the methods adopted 
within the terms of the Acts of Parliament by the local Committees. We made no attempt, 
however, as the Committee of 1896 did, to examine on the spot the books, organisation! 
and working of any Loan Fund Societies, with a view to discovering defective management 
or graver abuses. We were at an early stage of our Inquiry convinced of the fact that 
the present_ system, even if worked in strict accordance with the Acts of Parliament and 
the Rules, is essentially a defective one. But although having no reason to suspect that 
irregularities exist, we are not in a position to report definitely on this point. 

_ On the whole, we are satisfied that the Loan Fund Board, with its limited resources 
for inspection, has in recent years done all in its power to supervise the Societies, and that 
it would be difficult for serious irregularities to escape the notice of the competent Inspector 
of the Boarcl.^ We have treated the subject of the Loan Fund system chiefly in relation to 
its applicability, or other^vise, to the rural credit requirements of the country, while not 
losing sight of the fact that in some respects these needs and those of the artisan and 
s - as 9 -j '^'orking population of the towns are dissimilar. As will be shown, however, the majority 
^ec par . -o . borrowers from most Loan Fund Societies belong to the agricultural and not to the 

artisan population. We have endeavoured to ascertain whether, on a review of all the 
facts, there seem to be any sufficient grounds for a continuance of the Loan Fund system. 


Model Rules issued by Loan Fund Board. 

224. There will be found reproduced in the Appendices* the model Rules for the 
Management of a Loan Fund Society, now issued by the Loan Fund Board as suggested 
Ruies^tor adoption by Societies. Societies are at liberty to make changes in these Rules, 
with the sanction of the Loan Fund Board, provided that questions of principle and legal 
enactments are not thereby mvolved. During our Inquiry we Lave received evidence 
on behalf of numerous Loan Fund Societies, and seldom did we find that the practice in 
regard to the details of the working of any two Societies was precisely similar 

The objects of a Loan Fund Society are in the Rules set forth as follows : “ To 
graat small loans (of not less than £l noi more than £10), at a moderate rate of interest, 
to industno^ mdiyiduals, and to encourage thrift by receiving moneys on deposit." 
Honorary Officers (moludmg the Treasurer, the Secretary, and Trastees); and debentai. 
holders are niembers of the Society. The affairs of the Society are conducted by th 
Treasurer and by a Committee of members elected at the Annual General Meeting. No 
salary is to be paid to any member, the only paid officer being the Clerk. 

Capital of Societies. 

aeoessary capital may be raised by receiving moneys on debenture or on deposit 
fnr f f Deposit cards are issued 

« I nt hw 0 ““^ <iche“toes, signed by the Treasurer and two Trustees 

for all sums of £20 and upwards. Tlnee months’ notice is required before a sum lodged 


* Sec Appendix 18 to Minutes of Evidence. 
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on debenture can be withdrawn, and two weeks’ notice prior to withdrawal o£ a sum lodged 
on deposit card, provided that nothing in this Knle may prevent a deposit or debenture 
being paid in full at any time that may be convenient to the Society to pay it. Debentures 
are teansferable only in the manner laid down in the thirty -fifth Section of the Act of 1843. 

The Model Rules also stipulate that holders of debentures exceeding £100 shall withdraw 
the surplus above £100 on being required to do so by the Committee or by the Loan Fund 
Board; if a debenture holder refuses to do as requested, interest on the surplus ceases 
to be payable. 

No application for a loan shall be considered or entertained until the last 
instalment and ail fines or other charges on any previous loan made to the same applicant 
have been wholly repaid.” This Rule airtM at prohibiting the renewals of loans, a widespread 
practice which, as we have shown, was from the beginning one of the chief causes of Paias. 212, 
disaster to the whole system. 217-221. 

Weekly Loans. 

226. The Loan Fund Act of 1843 deals with the system of weekly loans, and authorises 
a rate of discount on such loans not exceeding ^d. in the Pound for twenty weeks, the 
principal to be repaid by instalments as the Trustee or Manager sees fi.t. Dealing with this 
class of loan, the Blodel Rules lay down certain limitations on fines in the case of 
defaulting borrowers, and state that if the loan is to be repaid by weekly instalments, a 
sum not exceeding 4d. in the Pound shall be retained as discount at the time of issuh^ the 
loan. The Rules also adopt the principle of deferring for two weeks the consideration of 
an apphcation for a new loan from a borrower who has been fined M. in the Pound during 
the twentycurrent weeks of his last loan. The Committee of 1896 reported that this bene- 
ficial Rule as to deferring consideration in the case of a defaulting borrower had been 
wholly disregarded, save by a few Societies. That Committee beheved that its rigid enforce- 
ment would be much more efficacious than the infliction of fines in obtaining punctual 
payment of instalments, a view in which we fully concur. 


MontMy Loans. 

227. The second and more generally adopted system is that of monthly loans, dealt 
with by Section 28 of the Act of 1843, which empowered a Loan Society, with the authorisa- 
tion of the Loan Fund Board, to advance its funds at interest not exceeding Hii. per £ 
per month, repayable by instalments at intervals of not less than 27 days. The Rules state 

“ All deserving ‘Weekly Borrowers having been accommodated, the Society shall be at liberty to 
issue the remainder of its capital in loans not exceeding £10. for ^riods not exceedmg twenty weeks, 
to be repaid in sums of one or more pounds, at the option of the Borrower, charging mteresu on each 
pound \4en repaid, at a rate not exceeding IJi. per month (of four weeks) for the time it has been m 
the Borrower’s liand3,'and keeping a separate account of such loans. „ r • -j • 

“ At the expiration of th> twenty weeks, if the whole loan or any paru thereof remains unpaid, m 
addition to the interest, one halfpenny per month may be charged on each pound as repaid, but only 
from the time that the loan expired, and no other fine shall be charged on these loans. 

Although these Eules give the prefexeuce to weekly borrowers, the erhdenee given 
before your Committee would go to show that in the majority of oases the Societies have 
adopted, to a very large extent, the monthly in preference to the weekly system. It is 
obvious that the method of weekly repayments is very inconvenient in the case of rural 
borrowers re.siding at a distance from the Society s of&ee. 

Income of Board diiffiy dependent upon sale of Documents. 

228. The Eules entitle the Society to charge borrowers as follows : Id. for an arolioS'*™ 
fom, borrower’s card, or default notice, and 2d. for a promissory note with ceite 
alternative arrangements. All such documents must be obtained from the Loan Fund 
Board. The income of this Board thus depends entirely upon the proceeds of the sale of 

these documents, and upon the interest of capital sums thus obtained ™ ,, s„. par... -207.8. 

would have been difficult, in our opinion, to devise a method of supplying the Board , 
annual income more open to serious objections from almost every pom 0 

Disposal of Profits and Reserve Fund of Societies. 

229. A fui-ther Eule lays down that after the net profit for the year 

shall he added to the funS for the security of the debenture 2e to 

profits accumulate to a sum sufficient to satafy the Society that 

borrowers for promissory notes, cards, or apphcation papers can he abolished, or the diseomi 
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on loans reduced without loss. Any oi all of these changes may be carried out if approved 
by a three-fourths majority at a general meeting ; or such residue of profits (after retaiuiDg 
a tenth for the security of the debenture holders) may _be appropriated to the support o{ 
any dispensary, hospital, or infirmary in the Society s district or county, or for such otter 
charitable purpose as the Society thinks fit, with the assent of the Loan Fund Board. 

Lad of poim' in Board to mforce adoption of improved Rules. 

230. The existing Model Rules issued by the Loan Fund Board are the result of several 
revisions by the Law OfELcers of the Crown. In 1896 the Board issued a code of new Rules, 
based on the recommendations of the Committee of that year. Out of 104 Societi^ then 
existing, 5 accepted the Rules in the form submitted to them, 72 accepted them subject 
to considerable modifications, while 27 declined to adopt them. The Board stated : — 

“ This code has been very generally objected to on several grounds, of which two may be mentioned—- 
(1) the impossibility, having regal'd to the risks ot the system, of obtaining, or i*etaining, capital for lending; 
if the rate of interest were reduced as proposed to a maximum of 4 per cent. ; (2) 'Uic jmpoasibihty of 
obtaining, or retaining, experienced officers at the maximum to which societies were asked to reduce tie 
cost of management- Whatever may be thought of the second objection, it nnist be admitted that tie 
risks forming the basis of the first are, in the absence of suitable legislation, considerable.”* 

The Board also pointed out that they had no power under their Statute to enforce 
the acceptance of new Rules, and stated that “ although, in the case of several Societies 
w^hich . . . had persistently broken the old Rules, the Board might have had recourse 
to dissolution, they refrained advisedly from adopting that extreme measure at present, 
because it would have involved a disorganisation of existing local machinery, dangeroui> 
to the prospect of recovery of outstanding capital.” They also intimated that with the 
diminished activity in loans and the reduced number of Societies, there was no reason 
to expect an increase in the sales of foims and that therefore it w'as tolerably certain that 
“ the Board at no distant date will be without the income necessary to pay the expense 
requisite for the proper discharge of their duties and the salaries of their staff.” 

Vital importa/nce of effective supervision and control. 

231. In the year 1902 the Board thought it desirable to issue a further revised set of 
rules to the Societies. Several Societies, we are informed, adopted these rules, either 
in whole or in greater part, but others did not see their way to do so. It is needless for 
us to emphasise this defect in the Loan Fund system, which renders the Board unable, 
except by dissolution of Societies, and then only under certain circumstances, to enforce 
in any way those improvements in management which they may consider advisable. 

In referring to this subject Dr. J. R. O’Connell, a member of the Board, stated at 
our Inquiry : — 

“ I also want to point out that the Loan Eund Board has no power to reform a badly administered 
0777-62 society ; it has only power to compulsorily wind it up, which means expense, a consideralile 

amount of costs, and a possibility of loss to the debenture-holders. Section 46 of the principal Act show.? 
that if the Loan Fund Board finds that any Loan Society has not adhered to its rules, or has applied 
any of its pi'ofits or funds, or done any matter or thing cojitrary to the provisions of the Act, the Loan 
Fund Board may withdraw the certificate, aiul, after certain notice, &c., finally appoint a receiver, wko 
can wind up the Society ; but there is no power in the Board to adopt any course with a view of tkt 
reorganisation of a Loan Society, or putting ite affairs into better hands, or securing better monagemeut. 
The only power they possess is one of absolute winding up. Now, it is quite possible that many societies 
which ai'c -working imsatisfactorily could be put on a better basis if the Board had power to take over 
the working for some time wliile its affairs wei-e being investigated, and a new committee of managernent 
and officers appointed. 

Q. “ The compulsory winding-up of a Society means a hardship to small borrowers? — A . Yes ; because 
it means the compulsory calling in oi the money, and in some cases it involves losses to debenture holders. 

Q. “ "Whereas if yom' Board had power to reform the Society, things might have gone on, and new 
life been put into it ? — A. Yes. In some cases where a Society decays it is because it has fallen into wrong 
hands, or the people who started it have withdrawn, and others come in, and there has been apathy, and 
if new blood were infused it might come right again. 

Q. “ Would it not be open to you to use the tlu.'eat of winding up as a lever, and to say to the Society, 
‘ If you don’t do so-and-so, we wiD be obliged to wind you rrp ’ ? — A. That has been repeatedly done, 
and sometimes with beneficial effects, but these people in the country know the Act of Patiiament beto 
than we do, or quite as well. In the North of Ireland, especially, they know that we have no power.” 

232. The difficulty of devising a sound and effective system of control, and supervision 
of local Societies is a very real one, and has been met with abo, as we have shown, in 
the case of Agricultural Credit Societies in Ireland. We have fully dealt with this vital 

See paras. 599 - 051 . tbe Section of our Repoi-t — “Inspection and Audit of Credit Societies,” and 

need only say here that the evidence we have received in regard to the working of the 
Loan Fund system strongly accentuates, in our view, the paramount importance— 
especially in the case of small local bodies dealing with the receipt and lending of money— 


* Sixtieth Anmtal Repo-rt of the Loan Fund Board [C. 8920-1898J, p. 4. 
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of proper arrangement for independent supervision, combined witb some efiectwe method 

of enforcing needed improvements without having recourse to the extreme step of winding 

up the defective Society. In some cases local apAthy may be so great that even the threat 

of final dissolution of the Society would have Uttle or no effect : but we believe that in 

the great majority of instances powers short of winding-up could be utilized with advantage 

to bring about improvement. In the case of an unsatisfactory Credit Society we have 

suggested that the threatened immediate withdrawal of a Banlc overdraft, with the certain 

inconvenience and possible loss thereby entailed to all borrowers from the Society, would See paras. 046-9. 

usually prove a useful stimulus to reform. The Loan Fund Board have from the 

beginning been admittedly quite powerless, save by the threat of compulsory Avinding-up, 

to bring about improvement in a Society which rejects advice. 


General look of interest shown by Committees of Societies. 

233. We have no reason to think that a serious defect animadverted upon by the 
Committee of 1896, i.e., the general lack of interest shown by the Committees of Loan Fund 
Societies in the working of these organisations, has in any way diminished since that 
date, although amongst the fifty-one existing Societies there are, we are aware, some 
exceptions which serve only to prove the rule. 

Mr. F. C. Scarr, the Inspector of the Board, who has had almost fifteen years’ ex- 
perience in that capacity, dwelt upon this defect in the system : — 

“ The weakest spot about the whole business is the local management. The members will not 5 og_ 9 _ 
attend, although in the new Rules that were settled hy counsel, the Board made an alteration 
with regard to the weekly attendance, giving a Committee-man power to delegate his attendance to 
another! It is hard to get them to attend weekly meetings. There are some places where they won’t 
attend at all. I have held inspections and have had no one with me but the clerk. 

Q. “ What do you think is the cause of the apathy in a matter of this kind that affects them so closely ? 

I really cannot say, except that they want to be paid. Some of them say that they come there 

and that they are not paid for it, and where debenture holders are on the Committee, they ask that the 
inter^t on their debentures should ^ increased to cover their loss of time attending the Committee 
Meetings.” 

Rev. J. C. Irwin, B.n., a member of the Board, suggest^ed that in order to encourage 
the attendance at Committee Meetings a small remuneration for out-of-pocket expenses 
should be paid to the members and Treasurer. He said : — " It is difficult to get unpaid 
members of Committees to attend regularly.” The same proposal was made to us m 
relation to the Committees of Credit Societies ; and there is doubtless much to be said 
for it from some points of view. In many Credit Societies in Germany sums of from 
to 25 . are allowed to members for each sitting attended, the payments to individuals 
amounting, annually to from 10s. to 30s. The tendency to give such remuneration is 
also apparently on the increase in Germany.* We have not, however, _ seen our way 
to recommend the adoption of this plan in the case of Irish Cr^it Societies ; nor do we 
feel inclined to favour it in regard to Loan Fund Societies, whether under the present 
or under the proposed reorganised sj^tem. Such payments, although individually small, 
have a habit of amounting to a considerable sum when regularly paid to a fair numbei- 

^TtTould not be impossible so to arrange the regular dates for Committee Meetings, 
say. for fair and market days, as to lessen the travelhng expenses of members. There 
is probably a stronger case for the suggested refund of ouVof -pocket expenses m &e case 
of a Loan Wd Society than in that of a Credit Society, for the area of operation of the 
former is, as a rule, much udder. If our lecommendatons be fdop ed however tk 
area will in future be considerably dbmmshed so as to correspond with that of » Lreit 
Society. The sanction of payments in refund of expenses would, we ° 

to abuse, the margin of profit admitting of such expenditure m usually so small, and to 
encouragement of the spilit of unpaid and voluntary service m also so eimnentty desira^^^ 
that we consider the balance of advantage to be distinctly on the T osn^d 

under which no monetary payments are made save to the Clerk 
Society. The refund of e^enses to Directors of Companies can »e 
quotecl against our view ; hut in many respects the seemmg analogy does not hold good. 

Lade of Security /or Depositors and Debenture Holders. 

234. Avery serious defect in the Loan Fund system is the absence 
for depositors and debenture -holders. By the Act of 1843 it was bo person 

signing a deheutnre should be pemonally liable save hy express agreement _ 

* “ And b, it enacted tot no Trnst.., or otor f XK^en 

a debenture shall be individually responsible in person or property foiJ^s) -meu 


•Eejmt on Jgricultuml Gndd oni Co-operalim »« fferanoi}, p. 93. 
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interest tliereoii, Lut suet debenture shall be a charge on the capital and property of the Society alone 
unless such Treasurer, Trustee, or other officei' shall, in the instrument, or by writing at the foot or on 
the back thereof, declare his or their willingness to be liable in person or property for the specific sums 
so guaranteed.”* 

There has been no case, as far as we can learn, in which the ofELcers of a Society have 
voluntarily signed an undertaking making themselves personally liable for the payment 
of debentures and of the interest on same. The Inspector of the Board informed as 
that the debentures were “ the only security that the debenture-holder has for his money, 
together with the proper working of the Society.” When asked who would be responsible | 
to the depositors for the return of their money if the officers failed, he replied : — No one | 
that I am aware of.” 

The following is an extract from the evidence of Dr. J. K. O’Connell upon this point 

Q. “ Tliese debentures are signed by the Treasurer ? — A. Yes ; and by a local tru.stee and the 
clerk. There is a Form printed in the Sciedule to the Act. 

Q. “ The Board itself takes no responsibility ? — A. No ; neithei' do the local trustees. They merely 
act as officers of the Society. 

Q. “ It is merely the capital of the paidicular Society ? — A. Yes ; that is charged with it. 

Q. “ So the local people who sign the document have no responsibility 1—A. They have no persoral 
responsibihty. There is a specific section in the Act providing that no Ti'uatee shall have any personal 
responsibility. 

Q. “ That makes it rather easy ? — A. Yes ; Of course, it had the advantage of facilitating the 
establishment of these societies, because local people might be chary if they thought they would be involved 
in a personal liability.” 

This witness also pointed out that Section 44 of the Act of 1843 required a Society | 
annually to reserve a sum, not less than one-tenth of J-heir clear net profits, to form a fund for I 
the security of the dehenture-holders. He added would wish to see this section ] 
amended by rendering it obhgatory on any Loan Fund Society to apply all ite surplus profits, ^ 
or, at any rate, a very large proportion of them — 75 per cent, at least — ^to forming a reserve | 
fund to meet tiiese debenture-holders, and to apply me money in paying ofi the debenture- 
holders, so as in the first place to clear out and pay off the debenture-holders, and then 1 
to apply any surplus funds in reducing the rate of interest, and otherwise increasing the 
usefulness in their own sphere of the Loan Society. I do not think that the application 
of so large a surplus of the profits for charitable purposes, or for purposes outside the < 
objects of the Loan Societies themselves, is a satisfactory arrangement. These Societies * 
should make a contribution to our Board that would enable us to cariy on our work.” 

Security practically nil if Society he improperly managed. 

235. On this important question of security the Very Rev. J. Delany, p.p., Treasurer of 
the well-managed ICiltegan Loan Fund Society, explained that the members of the Society 
do not incur any financial liability to the depositors, but that “ they certainly incur a 
moral responsibility by reason of an office of trust voluntarily undertaken.” The de- 
positors have “ the aggregate security of all borrowers and their sureties, as well as the 
bonds of the Treasurer and the ClerS.” 

“ If there were loases from loans, what security would the depositors have 1 — A. First the assets 
of the Society, where the Society has been properly worked, and the promissory notes properly executed 

Q. “Assuming the Society was not properly worked, what is the security ? — A. If the Society had 
Iwen worked impiopeiiy, the security would be almost idl.” 

The following is an extract from the evidence of Dr. T. O’Connell, Treasurer of the 
Fethard Loan Fund Society, County Tipperary, in regard to the safety of a Society’s funds 

Q. “ What security do you ofier the depositors ? — A. None whatever, but out personal responsibility. 

As a matter of fact they could not sue us personaDy. 

Q. “You are not personally liable ? — A. No. 

Q. “ The only security was that thsy had confidence that the management would be honest ?— im- 
precisely. 

Q. “ And they have not been deceived vet 1—A. The statistics look pretty fair. 

Q. “ Have they any security at aU ?— .4. None whatever beyond wbat 1 say. All the loans are looked 
into &yevy yeai' by an Inspector from Dublin, who sees Iffiat the work is earned on properly. Of course, 
each borrower has two securities, and they will surely be able to pay the amount between the three oi 
them.” 

236. It is abundantly clear from the evidence given by these and other representatives 
of Loan Fund Societies that tdie fact of there being no security whatever for debenture- 
holders and depositors beyond the proper management of a Society, the existence in some 
cases of a reserve fund, and any security obtained from the Treasurer and Clerk, is fairly 
widely recognised by those responsible for the management of the Societies. But we much 
doubt whether this knowledge exists to anything like the same extent amongst the rank 


*See 6 and 7 Vic. c. 91, 8. 36. 
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nd file of tiiose wiio have entrusted their money to the Societies. We need not enlarge 
^inon the striking contrast which exists between an institution of this type, in which no 
'^nember of the Committee can be legally made liable for the debts of the Society, and an 
oi-eanisation founded on the principle of an Agricultural Credit Sociely, in which not 
oifiv all the members of the Committee, but aU the members of the Society are each of them 
ndividually liable either for the total debts of the Society (under unlimited liability) or for See paras, sos-sas. 
a specified’^ sum (under limited liability). There is little -doubt but that some of the 
L 0 ^ Fund Societies were originally formed simply as a financial speculation on the part 
of the managers for their own benefit and that of their personal friends,* the Act of Parlia- 
ment affording every encoirragement and facihty for action of this sort. 


Imagined Ctovernment Security for Depositors. 

237. One of the main causes of the confidence placed by depositors in Loan Fund See para. - 208 . 
Societies many of wliich disastrously failed, has been the mistaken_ impression that 
Government security was afiofded. The evidence we received on this point was con- 
clusive : we have space for only a few brief quotations. ^ 

The following is an extract from the evidence of a County Tyrone Magistrate : _ 

0 . “You weie a debenture holder?—^. I was; I lost nearly £100 myseif. Ml Igotoutofthe wLoie 
thing was £12, and I never got a farthing intersst. I deposited that money in 1896, and my intei-eat at J-.™- - 

five per cent, would be £90, and I never got a penny of it, 

0. “ Out of the capital you got £12 ? — A. Yes. 

Q “ When yon placed your money in this Society, didyoiithinkit was under Government security. 

.4 Most certainly ; so did hundreds, I might say thousands, of others. 

0 “ That Eusled you 1—A. Yes ; and it misled others. It looked very like Government seeoiitj , 
because we knew that there was a Government inspector appointed hy the Lord Lieutenant, and we took 
it for g] anted that it was under Government security, hut we found we had no security whatever. 

Another Tyrone magistrate, and a Eeceiver for several defunct Loan Jund Socles, T. w. 
•stated:-" The people who deposited thought they had Goveriment security. Thar 

heads were turned with the British Coat of A-rms. . . . . 

be established with Government security to inspire confidence m 
they would do good.” As communications were sent to Societies by the Loan Fund Board 
fromTts addrefs at “ Dubhn Castle,” the wide.spread but enioneous impression among 
depositors that this Board was a regular Department of the State ‘5'^ 

L3iS;™L'ra targe SriTeviS^ In deah^g 'lth the subject °£ 

Even with the deLta, State 

Credit Societies advocated in our Report, the progress of ^ S W woSmLt 
these particular areas will probably be slow-a eircumstance hardly to be wondered at. 

Unsatisfactoey CoKSTmiTiON OF Loan Fund Societies., 

tiou,Smrirt?ss:rsfsS 

tiety r^^dlf a;y“LS m ^e^'Si 

JSrthttaSigtuli tolePr gov™^ ami 

and they shall eo^!riu^lT|m^^^^^^^ 



practice. In one Society, for instance, whose Treasure gave ™dence at our 

MlowSl “a"?r“ unsatisfactory method of electing 

Committa^^n 

Q. “ Is tleie a large attendance at the a nnual meeting ! A. , 1 I 

•Bee Re^ltfUmmitlee of /njarig of 1896. (0. 8381-1897), p. 23. 

ILrEnllT ’and App«to 18 to Minnies of Evidence, ^ 2 
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Q. '■ Tlie same people ? — A. Yes. 

Q. “ Axe they debenture-holdei'S ? — A. Mostly. , a 

Q. “ Are there any others than debentoe-holders members of the Committee t.—A. Yes ; there 
mav be five or six members. . • , j.- ■, a -a- 

Q. “I suppose they are the people who attended the original meeting f A. Yes. 

Another illuBtratioii is from Ballyjamesdug Society, one of the best in Ireland 

Q. “ How is your Committee of nine appointed Well, they elect themselves, 1 suppose. Two 

members of the Committee propose oue, and so on. 

Q. “ I suppose the Treasurer is appointed in^tbe same way by the Committee 1—A. Yes. 


It is simply a system of co-option ? — A. Yes. 

•• Is not them an annual meeting ? — A. Yea. 

" Who attends that meeting 'i—A. The full Committee only. 


In some Loan F-und Societies not only are all the debenture-holders associated 
with the management of the Society, but, as in the case of the Kiltegan Society, 
“ all the representative persons in the district were taken into the Society— the clergymeE, 
County Councillors, and others.” In many cases the election of Committees seems to 
consist merely in a simple process of co-option by the existing members to fill vacancies 
as they occur, the tendency being, as one witness admitted, to create a sort of family- 
concern. Here again we, need hardly emphasise the contrast between this system and 
that existing in Credit Societies, where the general body of members annually elect a 
Committee. The apathy of Committees in the performance of their duties under the 
Rules is, unfortunately, a defect too frequent in both classes of Society. 

Period of Loans and Methods of Repayment. 

239. We have already described the two classes of loan advanced by Loan Fund 
Societies to borrowers, i.e., those known in the Rules as “ weekly ” and “ monthly ” loans. 
Neither of these terms is used in the Acts of Parliament relating to the Loan Fund system ; 
they appear to be misnomers, for there is no pro'vision, either in legislation or in the Rules, 
compelling repayment of advances by weekly or monthly instalmen-ts. The only 
reference to “ week ” or “ month ” in Sections 27 or 28 of the Act of 1843 is in the 
description of the method of calculating the rate of discount or interest. 


“WeeUy” Loans under Section 27 oj Act of 1843. 

240. Section 27 provides for money being advanced at a rate of discount “ not 
exceeding Ad. in the £ for twenty weeks,” repayable “ by instalments at such time or 
times, and in such proportion or proportions as the said Trustees or Managers may think 
fit.” There is clearly nothing in this Section to prevent the loans being made for any 
length of period, say 40 weeks, or 12 months, provided the rate of discount be at the rate 
of Ad. for every 20 weeks. Thus an advance of £l0 could be made for 40 weeks, subject 
to a total discount of 6s. Sd. for the period. Nor need the instalments be paid weeldy, 
fortnightly, or at any specified interval ; the selection of the interval is left entirely to 
the Trustees or Managers. The spirit, rather than the letter of the Act, undoubtedly 
favoui-s repayment by instahnents, but there seems nothing iEegal in allowing the whole 
loan to remain with the borrower until the end of the period for which it is lent. Convenient 
as weekly or fortnightly instalments may be for regular wage-earners, they are quite 
Pain. 19 unsuited to the requirements of agricultural credit. We understand that the repayment 

of monthly loans by instalments is now almost non-existent in the Societies. 

We regret that the Rules issued by the Board do not allow more latitude 
in respect of the period for which advances might be made. Many of the Loan IVnd 
Society rvitnesses at our Inquiry seemed to be under tbe impression that legislation bad 
laid down the maximum limit of 20 weeks or 5 months for loans, this mistake being 
presumably due to the restrictions inserted in the Rules of the Board. Frequent 
complaints seem to have been made by borrowers as to the shortness of the term for loans. 
The Board’s Inspector stated to the Vice-Regal Committee of 1912 — 

“ The general complaint that I find in the country -with regard to these Loan Funds is that the 
local Banks now deal -with very small loans and practically the same people, and that our system of 
lending is that the money must be paid within five months, and then if they don’t pay it within five 
months, they mimt be taken to Petty Sessions, and there is no power of renewal ; but the Banks will 
renew. They n'ill lend £6_or £10 to a person if he brings in a neighbour to sign the bill, and when ticoe 
is up_ for pajunent they will probably take a few. pounds off it, and renew the bill. We are not 
Mrmitted by Act of Parliament to do that. This is the genera! complaint, I hear. The Loan Funds 
being thus restricted under the Act, it militates against them working so successfully as they did, before 
the Banks began to establish their branches throughout the country.”’’' 


* Minutes of Evidence, Report of Vice-Regal Committee of 1912, p. 9. 
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Weekly repayments unsuited for Agricultural Credit purposes. 

241. The usual method of repayment of "weekly” loans is at the rate of Is. 
per £l per week. This means that the borrower has the use of £l for only one week (and 
not even that, for 4<i. is deducted as discount), 19s. for one week, and so on ; for the full 
twenty weeks he has only the use of Is. Several witnesses pointed out to us that this 
type of loan, both as regards the period and the method of repayment, is pecuharly unsuited 
for farmers, who, as shown elsewhere, constitute the majority of those who resort to Loan 
Fund Societies for advances. The system is more adapted to the needs of persons in receipt 
of regular weekly wages, but even in their case the necessity to commence at once the 
repayment of the principal of the loan must prove at times very inconvenient. The 
“ amortisation ” principle which is so convenient for long-term loans for extended periods 
of years is not similarly advantageous for short-term loans. 

The rate of intere.st on these "weekly” loans, when repaid weekly, amounts 
to £8 5s. Qd. per cent, per annum, a rate which compares unfavour^ly with that charged 
by Credit Societies, or even by the Joint Stock Banks. The value of money, it should 
be remembered, has considerably altered since the discount rate for the Loan Fund System 
was fixed by legislation ; what might have been a moderate rate- seventy years ago can 
hardly be considered so at present. In some oases, however, these twenty-week loans 
are repaid by five monthly instalments of 45. each ; in such instances, the discoxmt of 
id. in the £l is equivalent to interest at the rate of £7 4s. lOcZ. per cent, per annum. This 
is the rate charged, for instance, by the Antrim Loan Fund Society. 

That much good can be done by these loans, even to agricultural borrowers, 
is evident from -the experience related to us by various witnesses. The Clerk of the Antrim 
Society stated : — “ One woman came toms and borrowed £10. She bought a cow. She 
paid the monthly instalments from the milk of the cow. She came in at the end of five 
months and paid the last instalment, and said, ‘ This is the last instalment, and I have 
repaid the loan through the milk of the cow ; now I have the cow free. Only for the 
£10 I would never have had the cow.’ ” ■ c< ■ ■ 

We have found a considerable difierence of practice m the various Societies 
in regard to the types of loan and methods of repayment. Thus the Treasurer of the 
Newmarket Society stated : — “ They are all weekly loans. I don t^ know of a single 
monthly loan”; while the Treasurer of the Kiltegan Society said : — It is o^y a rare 
time we have a weekly borrower. We are working altogether on the moiithly borrower, 
•who pay at the end of the twenty weeks.”. This latter, it -will be noted, is one of the 
Societies in which the loans are not repaid by instalments, but at the end m the period. 

Another similar case is that of the Abbeyleix Society, the Treasurer of 
which informed us " The rule is that the loans must be granted but they 

don’t pay by the month. They have been accustomed to tl^ old Loan Fund that was 
there for years, and we could not get them to pay monthly. They pay us in a lunip sum 
when they sell their pigs, or cattle, or corn.” Repayment by weekly instelments is more 
frequent, as might have been anticipated, in urban than m rural districts, and also m 
Societies where a large proportion of the borrowers are a.gricultural labourers. 

Large portion of Capital of some Societies locked up in Gov&i-nnient Stock. 


242. We niay add, in passing, tliat the fact of tie Antrim Society hamng £3,000 
of its capital of £4,020 locked up in Government Stock, ovvmg, accor^ng to the Cl^k 
eridencef to there being no demand for its utiKsation m loans m the istnot, is 

1 to point to the system being, on the whole, unsuited to the 

- . 1 •. . . _i in oTrt-ilanfl+.Iftn • 


lemaikable, and would seem to point to the systein Deing, on me wume, ^ 

needs of the people. Indeed the witness admitted this when he said jn raplana^ 

“ One reasonl tLt it is easy to get money out of the local Banks 

mil do them. They also look upon out bank more oi less as a chanty ™ “ 

moie populai to go into the other Banks. . . , A 

borrow from the Joint Stock Banks than from us. It is easier to ^ j'J” / 

are charged, I think, 5 pel cent.” Similarly the Londonderry Society had we ™ ■ 

Jl,700 of its capital of £3,400 invested in Government Stock, owing ^ “ Antrim 

for loans. Spiking of the dearth of applications for loans, ® ™ ffta 

said to us How can a farmer come in every month and 
not got it ! They want you to come in every month, or if not, they will fine y 

" Mmihly ” Loam under Section 28 oj the Act of 1843. 

243. In addition to the loans advanced at a tocount of 


243. In addition to the loans auvanceu ar a uiscoun. v. -- - 

mder Section 27, the Act of 1843 (Section 28) mtiodnced \Xno rion of iS i in 
called “ monthly ” loan, authorising a Society to issue a P month provided 

loans not exceeding £10, at a rate of interest not exceeding l^d. P P 


Seapsras. 2o4, 
285. 


See paces. 823-4. 
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there be not less than 27 days between the repayment pf each instalment. It will be 
noted that there is no reference whatever to the necessity^ of repayment by monthly 
instalments (“ month ” in the Loan Fund Rules, means a ” lunar month ” of 28 days) 

It was this Section 28 which was obviously misinterpreted by the Loan Fund Board in 
Para. 208 . their Circular of March, 1845, to the Societies* ; the word “ diswunt ” being read instead 

of “ interest,” and the nominal instead of the actual period being taken. In effect, the 
Board authorised Societies to charge at the rate of £13 11s. Id (ii^tead of £8 2s. lid.) pet 
cent, per annum for a twenty weeks’ loan, although the Act of 1843 by Section 29 made 
the previous rate on the “ weekly ” type of loan, £12 8s. 3d. per cent., illegal. 

J. J. Perceval, This matter was brought under our notice during the Inquiry, but as it was 

fuUy reported upon by the Committee of 1896, and as the rate of £13 11s. 7d. appears - 
to be now charged by only two Loan Fund Societies {i.e. Kiantuik arid Mallow), and is 
not authorised by the Model Rules issued by the Board, we do feel called upon to 
do more than refer to it as an illustration of the unfortunate mistakes, legal and adminis- 
trative, from which the system has from time to time suffered. 

Suggestions of Committee of 1896 in favour of extending period of Loans. 

244. The Committee of 1896 stated that “ while as a rule the Weekly instalments 
are fairly well paid, on the other hand the monthly instalments are either very irregularly 
repaid, or not repaid at ail, the loans being renewed for the full amount. It was represented' : 
to us at several of our inquiries that loans repayable by instalments either weekly or monthly > 
are not suited to agricultural borrowers, that in fact the return from the loan does not I 
come in until seven or eight months after the loan has been expended, and that, | 
consequently, it is hopeless to expect that agricultural borrowers from the Loan Societies, j 
who are usually ' the small cottier ’ class of farmers, can repay the loans by monthly i 
instalments. Section 28 of the Act, we think, affords an opportunity to the Loan Fund 
Board, of instituting a system where'by Loan Societies may be authorized to advance sums 
not exceeding £l0, repayable by instalments at periods of two, three or four months, ”f 

Apparently it was the very irregular repayment of monthly, as compared with : 
weekly, instalments ; the fact that in most Societies the entire capital was advanced 
in monthly loans regardless of hmitations in the Rules ; and the Icnowledge that in any, 
case, loans repayable by monthly instalments could be issued under Section 27, which 
influenced the Committee in recommendir^ the suspension of operations under Section 
28, and made them hesitate to advise the immediate adoption of their proposal that 
Societies should advance money for a longer term than five months, repayable by instal- 
ments at prolonged intervals. In their Model RulesJ the Board imposed the limit of 
twenty weeks for the loans made under Section 28, hut the Act itself contained no such 
Hmit of time. 

We cannot but thinlc that the Loan Fund Board would have been well advised to 
institute before now the experiment tentatively suggested by the Committee of 1896 
as desirable in the future. Such a step woulS probably have gone far to make their 
loans more in Consonance in many features -with the requirements of agriculturists, and 
would have gi-eatly reduced the disparity which exists between the facilities afforded 
,T. . 7 . Perceval ^0 farmei-s by Loan Fund Societies and those offered by Co-operative Credit Societies. 
1131' Some Loan Fund Societies have, of their own accord, taken steps in the direction suggested'. 

Thus the Society at Moyne seems to have established a system of loans for 8 months; 
while in most Societies the loans have been made repayable only on the completion of the 
full period (5 months) of the loan. 

Rates of Interest charged by Loan Fund Societees. 

246. JTot only in regard to length of period of loan authorised under the. Rules, and 
in arrangements_ for reptyment do the Loan Fund Societies compare very unfavourably 
wdth Credit Societies ; if the rates of interest charged to borrowers be compared, 
the advantage equally lies with the latter form of organisation. The following are some 
of the more usual rates charged . by Loan Fund Societies : — 

Rate of interest 

Chabqes made. per cent, per annum- 

la) Discount of W, on loan of £1 for 20 weeks, repayable in weekly instalments ..856 

(o) Interest at l^a. per £1 per (lunar) month . , . . . . ^ _ 8 2 11 

(c) Discount of 4rf. on loan of £I for 20 weeks, repayable in (lunar) monthly instalments .. 7 4 10 

(d) Discount of U. on loan of £1 for 20 weeks, repayable in (lunar) monthly instalments . . 10 17 3 

/If,- i i:™, 7 , , „ (charged by 7 Societies) 

(e) Discount of 7^. on loan of £1 for 20 weeks, repayable in (lunar) monthly instalments .. 13 11 7 

(Charged by 2 Societies). 

*Sce Report of CommU^ of Inquiry, 1896, p. 15. As far as we can . ascertain, this Circular was never 
actually withdrawn by the Loan Fund Board. 

"flbid., paras. 109-111, 120-1. 

jSee Rule 22, Appendix 18 to Minutes of Evidence. 
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We iiave met witli exceptional instances of lower rates tkan the above ; for 
example, Moyne, Crichton, and possibly other Loan Fund Societies, lend at Ijd. a £l per 
month ( = £6 15s. 9d. per cent, per annum), while Bailyjamesduff Society lends at a discount 
of 2d. in the £l for five months ( = interest of £3 12s. 5d. per cent, per annum). The 
latter is much the lowest rate charged by any of these Societies, and is rendered possible 
by tiie fact that all the large capital (£4,950) is he)d free of interest. This Society is 
obviously worked in the interests of its borrowers and not of dividends or salaries. 

The most frequent rates of interest appear to be £8 5s. Qd. per cent, per 
annum for loans under Section 27, and £8 2s. 11(Z. for loans under Section 28 of the Act. 
These rates are over 3 per cent, higher than the charge of 5 per cent, usually made to 
borrowers by Credit Societies, and higher by 2 per cent, than the charge of per cent, 
which we propose as the most satisfactory normal rate for loans issued by Credit Societies. 
We regret that some Loan Fund Societies should still be charging at the rate of £10 17s. 3d., 
and even £13 Us. Id. per cent, per annum, the latter being in force in the Kanturk and 
Mallow Societies, a rate which seems to be illegal under the Act of 1843. We may add 
that seven other Societies which formerly charged this high rate have reduced their 
discount from 7|d. to Gd. in the £l , being equivalent to interest at the rate of £10 17s. 3d. 
per cent per annum. 

Ignorance or indifference of small borroivers as to rates of interest charged. 


246. We believe that neither the officers of the Societies nor the borroweis are 
themselves aware in many instances of the precise rate of interest charged. Sev«:al 
en-oneous estimates of the actual rates enforc^l were furnished to us by officials of Loan 
Fund Societies. An initial deduction of 6d. in the £l for five months does not, at first 
sight, appear an excessive charge ; it is only a detailed calculation, often beyond the 
capacity or the inclination of the average rural borrower, which reveals that this rate 
is equivalent to £l0 17s. 3d. per cent, per annum. Similar imblissful ignorance, as we have 
seen usually exists amongst small borrowers as to the exorbitant rates charged them 
by moneylenders. Considering the necessity for making records of each instalment 
repaid— a task especiaUy troublesome in the case of weekly repayments— we do not think 
that on the whole, a rate of 8J per cent, can be considered excessive ; it is sometimes 
charged by Joint Stock Banks in connection with those small loans which are always 
■pronortionately more troublesome and expensive to deal -with than larger amounts. But 
It is nevertheless a high rate when regard is had to the bonwers interests alone. 

The evidence received by us would seem to indicate that rural borrowers do not object 
so much to the rates of interest charged by I.oan Fund Societies as to the mconvement 
terms of repayment of loans. . , • , i i • ... 

In many cases tile value of a loan at a particular tmie to a needy famiei is so 
great tint tire exact rate of interest diarged is a matter of little account, when weighed 
against the advantages gained by the use of money But even when aEowan^ has beai 
made for such cases it remains true that the small borrower is 
to aSoid a high rate of interest. We ate in Ml accord with the view of ° 

member of the Loan Fund Board, who said The deserving boirowei reqmies a deflium 
sum for a definite purpose, and be ought to get that siuii without ^eductio^ 
be^unmg. It embarrasses a Ww to get bis loan ^Mrt. “d it 

sS S;“°g:,SbrtMirrSrhame^^^ n»t able 4 make those e.uMble 

adjustments for a borrower which a sensible Bank manager imn ‘Rnuk would do 

were started. I take it. to do as well for the boiTower as the Joint Stock Bank 
as a mere commercial concern, and owing to the altered circuinstances of Jems 

we find we are doing worse for the men mstead of better. facilities 

banking system of the country has completely altered 

for getting the money at Banks at present^veu m mral ? 

and fadically alter the system of things.” Dr. O ConneE added .- M^ 
that the whole (Loan Fund) system is wrong, and if we had co-operative ba 
country the money could be lent at a very much lower rate. 

Expensive Methods of Thrift. 

247. As Showing how indifierent even tffi'ifty 

interest charged, and as an illustration of the various psy g . , . 

mto these pinblims, we quote the foUowmg extracts from the ®vidence_ 

“ The weekly loaos we issue to all hoiTo\^s Vemto ?ay''weSl3% and in these cases it ia 

labourers, no matter what the distance We co p P y 2s. a week to 

practically banking so much, money with me each we . .J’ . j jjave a large number of 

me legulily, and at the end of twenty weeks they have to me in weekly instal- 

cases where they go to die Post Office and lodge this money, and pay it uacic w 
uieute. 


975, 11207, 517 
1-2982. 


See para. 2-13. 


See para. 1-36. 


U764, C5811-13, 
OSOo. 


-I, J. Mealy, 1301. 
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Q. — “ What is the idea ?— A.-^They say that they are under an obligation to me to pay this money 
and that they will pay me, and'that they would not trust themselves to lodge it in the Post Office’ 
“ Q. — “ Tliey borrow £2 from you, and lodge it in the Post Office Savings Bank ? — A. — Yes, j 
pay them out £1 19s. 2d. in the case of a £2 loan, and they add lOd. to it, and lodge the £2. I have 
a case on my books of a person borrowing a weekly loan of £3 for seventeen years.” 

The above is a curious instance of well meant but misdirected thrift ; for the woman 
was borrowing at £10 6s. lOti.per cent.- per annum from the Loan Fund Society to lodge the 
money in the Post Office at ^ per cent. ! 

A similar instance was furnished to us by the Clerk of the Bandon Society 


“ I know of one borrower who gets £3 or £4 from our Society, and she puts it immediately into the 
Post Office Savings Bank. 

Q. — “She gives you over 7 per cent., and she gets 2^ per cent ? — A. — Yes ; but she compulsorQy 
saves 4s. a week. • 

Q. — “ That is hardly good banking ? — A. — She finds it to her advantage. It might be taken away 
from her by her family or someone else.” 


In these, and numerous other analogous cases brought under our notice, there is no 
doubt but that the borrower has no conception of the rate of interest paid. The im- 
mediate possession of a golden sovereign by the payment of a discount of 4d. for a period 
of five months, or by the payment of l\d. each month for the same period seems to an 
agi'icultural labourer, for example, a gain well worth the apparently trivial payment asked, 
Unquestionably in many cases the loans have been of the greatest advantage to the 
bori'ower. Many of the most industrious and thrifty of the workers, rural and urban, 
of ibis country habitually resort to Loan Fund Societies for advances, and continue the 
practice year after year, repaying regularly — a sufficient proof that they find the loans 
advantageous. But in spite of this qualification, we cannot consider the system as at all 
productive of the benefits which would be conferred by the same amount of capital advanced 
through Co-operative Credit Societies. 


f 


Bad Debts in Loan Fund Societies noio comparatively few. j 

248. If the numerous Loan Fund Societies which have been dissolved or are at | 
present in the hands of Receivers be left out of account, the proportion of bad debts J 
incurred in recent ;years in the working of the system is, on the whole, comparatively 
small. The following are the figures for the past ten years : — ' 


P. C. ScQrr, 503. 


Dr. ).n. O’Con- 
iidl, 0881-3. 


F. .T. Lynch, 
13017.8. 


■T. iT. Perceval, 
977-80. 


Year. 

Number of 
Societies incurring 
Bad Debts. 

Amount of Bad 
Debts charged to 
Capital. 



£ 

1903 

14 

470 

1904 

18 

576 

1905 

14 

217 

1906 

9 

421 

1907 

12 

167 

1908 

8 

160 

1909 

14 

603 

1910 

8 

108. 

1911 

5 

65 

1912 

11 

66 



2,733 


The officers of Societies who gave evidence at our Inquiry frequently referred to the 
generally satisfactory manner in which borrowers finally repaid their loans, although 
fines were o^n necessary for late payments. The Inspector of the Board said : — As a 
rule i find them very honest and anxious to meet their liabilities, -although some of them 
are really very poor.” A member of the Board stated ” The losses in our Societies 
.dmmg afi these years have been very small. In all the Reports, if you look at them, for 
the i^t ten or twelve years at any rate, where the amount lent was always sometMng 
ft ^ £220,000, the losses have been trifling.” The late Treasurer of 

the Bally]a,mesduff Society said that his Society had lost only £313 in eighty years, 
in transactions amounting to almost £1,000,000. During twelve years onV one warrant 
had been executed. The late Treasurer of the Moyne Society furnished, perhaps, the most 
stnkmg record of any : he said that although the Society had been established in 1837, 
on y i.17 fiad been lost, in two cases, during the whole period of seventy -five years. 
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Heavy losses in certain districts in loinding-rup of Societies. 

249. On the other hand, disastrous lo^es have oo'eurred in certain districts of 
Ireland, especially in the North, in connection with Societies which have been wound up 
or are in the hands of Receivers. The knowledge that the renewals of loans had been 
declared illegal, and that such renewed loans w'ere irrecoverable, seems to have demora- 
lised many borrowers, and subsequent amending legislation could not retrieve the situation; 

Many Receivers are to-day engaged in the ungrateful task of recovering balances due long 
ago. A Receiver for seven Societies told us that about £8,000 had been collected out of 
£14,000 due, and that he did not expect to get in much more, as many of the borrowers t, w. Stafford, 
were dead, the debts had been incurred fifteen years before, the 'people did not feel any i'*i20-o. 
responsibility, and the Petty Sessions decrees did not operate against representatives. 

Another Receiver had a similar tale to relate: — “I know what the. borrowers are. I a. w. AtthiD, 
kaow parts of the country in which the people should be lent no money • • • ucio-ii. 

The power of the borrowers in doing away with their visible assets is marvellous, some 
distiicts being so bad that nothing can be recovered in them, and they have been the 
same for the last fifty years.” 

From the numerous proofs which we have furnished in our Report of the general 
reliability of the Irish agricultural classes in respect of repayment of money advanced, 
it will be sufficiently clear that the heavy losses incurred through the failures of Loan 
Fund Societies in certain areas are unfortunate exceptions which are largely due to the 
peculiar circumstances connected with the history ot -the Loan Fund system. 


Losses on the annual worHng of vo/rious Societies. 


260. The following is a List of the Societies which showed a net loss during thi'ee 
of the last five years. The average annual expenses of each Society for that period are 
also shown : — 


I Average 
I Expeuses of 
' Management 
(including 

Name of Loan Fund Society. ; Salaries) 
during the 
I period 
I 1908-1912. 



£ s. 

Limerick, Pery and Jubilee 

163 2 

Athy, Co. Kildare 

lU 16 

Limerick, Industrial . . 

93 11 

Kanturk, Co. Cork 

61 16 

Drumlisli, Co. Longford 

17 3 

Imaal, Co. 'Wicklow . . 

42 14 

Roscrea, No. 1, Co. Tipperary - . 

161 10 

Burrow, Queen’s Co. . . 

89 10 

Galway Industrial 

48 7 

Kilrea, Co. Londonderry 

133 1 

Drumquin (Old), Co. '^oiie 

23 13 

Newtownstewart, Co. Tyrone 

22 6 

Raphoe, Co. Donegal . . 

93 7 

Cashel, Co. Tipperary 

216 1 

Coalisland, Co. Tyrone 

103 8 

Bandon, Co. Cork 

30 0 

Brumquin (New), Co. Tyrone 

18 0 


Net Loss on year’s working. 


1908. 1 

1909. i 

1910. ; 

1 

■ " ! 
1911. i 

! 

1912. 

£ H. 

£ 8. 

£ s. 1 

£ s. 

£ 8. 

11 14 

16 2 

16 19 

19 0 

24 0 

43 12 

' 24 9 

26 2 ' 

14 17 

10 17 

31 9 

28 4 

23 ID , 

49 3 

25 3 

14 6 

13 14 1 

13 13 i 

21 16 

21 17 

9 1 ' 

35 5 1 

16 7 ’ 

11 8 

1 9 

10 14 1 

14 14 1 

9 8 ■ 

14 7 

9 16 

20 3 1 

15 12 1 

— 

34 0 

7 1 

48 10 ! 

23 4 

23 13 

13 7 

— 

0 6 ' 


9 13 

20 6 

G 19 

7 14 

1 26 12 ' 

— 

— 

U 14 

22 3 

8 19 

34 2 

In 111) 

eywice. 

123 0 

14 12 
3 9 

Dissolved 
3 8 

14 8 

1 18 


26 18 

30 16 

— 

6 3 


*613 3 

3 11 

— 

15 17 


2 16 

— 

4 2 

3 15 

(Not at 

firtecJ) 

10 15 

5 8 

i 

3 7 


Fines for Tardy Repayment. 

261. ItiOTstnotbeforgottenthattheoostoHoanstoborroweisisfceque^ 

by the imposition of fines for tardiness in repayment, authorised l>y Section 9 ot me no 
aid recoverable at Petty Sessions. The Committee of 1896 reported ^ 
the Board’s circulars, even from 1841, have enjoined on the nmmgement of a 
Societies that fines should not be luade a somce of revemm, jim-ges, 

‘”the?“~S*“: by the mljonty of the Societies. 


not the slightest notice has been taken 01 these admomti^ oy_ j —wg ^j^ere is 

The fines are everywhere made a source of revenue. Even m jg^entures, the fines 
no ‘ subscribed capital,’ and consequently no interest payable on d 


* Hue to defalcations of a late Clerk of the Society 
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are frequently calculated at tlie maximum scale, _ and even this is sometimes exceeded. 
In Societies working without ‘ free capital,’ the interest on debentures and the pr^ent 
excessive salaries and other expenses of management could not be discharged, were it not 
that the incomes of the Societies are largely augmented by pceipts from fines.” * 

The restrictions attempted to be placed upon the infliction of excessive fines by tte 
Board may be seen in Nos. 19 to 23 of the Model Rules-t We have no reason to tliinlc 
that undue fines are now imposed in the Societies, although there i^y be some exceptions ; 
at any rate, we received no proof during our Inquiry of exc^sive fines being imposed. 
A considerable improvement in this resp^t has therefore probably taken place since 
1896. Some penalty for tardiness in payment is essential ; but it is clea,r that fines 
should not exceed in amount the sum which the Society would have earned in interest if 
the instalments had been regularly repaid and had then been reissued to the borrower. 

The fact that the fines levied by Societies are not now given separately in the Reporte 
of the Board, but are grouped with the figures for discount, interest, and receipte from 
sale of forms, rmfortunately prevents a comparison of the relative amounts obtained by 
each Society from fines. 


Ptiva. 107. 


F. C. SoHrr, .V22. 

Rfev. .i. r. It-vvin, 
6900. 

Dr. J. tt. O’Co).- 
ncll,67a9. 

J. J. PerccTal, 
1178. 

T. W. StaHord. 
14212. 

J. A. WilliaiiK, 
ISSiili. 

E. O’Rcillv. 
18182. 

Very Rev. .f. 
Delam’\. 10902. 


Fera. 400. 


Recommendaiion infavow of Maximum Limit to Loans being raised to £60. 

252. The gi'eat majority of the witnesses who dealt with Loan Fund Societies at our In- 
quiry advocated an increase in the maximum amount of the loan from £10 (the limit fixed 
from the earliest Acts of Parliament on the subject) to £20 or £30. The Board’s Inspector 
informed Us : — “ I tbink the amount of the loan might be increased, because I heard 
during the course of my inspection great complaints about the amount being so small, 
and the small farmers don’t think it worth their while to get a £10 loan. I have heard 
that in various localities during the course of my inspection.” In most, if not aU, cases, 
however, the witnesses were of opinion that £60 (the present maximum limit to the 
loans of Credit Societies) would be too high for Loan Fund Societies, save in the most 
exceptional cases. We are strongly of opinion that the legal limit of £l0 is too low, and 
that this fact has from the beginning been a grave disadvantage to the operations of the 
Societies amongst the small and me(£mn farmers of the country. Taken in conjunction 
with the short period of twenty weeks hitherto adopted almost invariably as the term 
for a loan, this limitation of amormt has virtually shut the door in the face of many deserving 
rural borrowers. 

We accordingly recommend that in any legislation which may be found necessary 
to deal wfith Loan Fund Societies, the maximum for loans may be raised to the same 
amormt as in Agricultural Credit Societies, i.e., £50. In practice it is unlikely that 
advances exceeding £30 would be often applied for. 


Object of Loan seldom inquired into. 


J. J. HiMly. 
131C-S. 


D. G. Scott, 
3706-7. 


253. The evidence leaves no room for doubt but that in few Societies is the object for 
which the borrower requires an advance inquired into. The Board’s Inspector definitely 
stated that cognisance was not taken of the purpose of a loan, and added : — “ I thi^ there 
is some abuse with regard to the people who get it. • • • They probably don’t 

use it for proper purposes,” The Secretary of the TuUamore Loan Fund Society said 
'■ I think that is the big fault — want of proper supervision by the Committee or those 
connected with the Societies as to what the borrowers are really doing with the money, 
and how they intend meeting it when it comes due.” "We were glad to learn that in 
his orvn Society more care was taken in this roatter. “ Not alone is there careful inquiry 
made into it, but we make inqiriiies as to how they propose to meet the loan at the end of 
five months, and in all these cas^ we compel the borrower to get two securities residing 
in the same locahty as himself who are conversant with his afiairs, and that I can consult 
if I am not satisfied with the statements made by him.” But such supervision is, we 
believe, rare. 

In the case of Loan Fund Societies, as in that of Credit Societies, much depends on 
the pei-sonality and. capacity of the Committee and Clerk or Treasurer. Due regard 
to the reproductive purpose for which a loan is asked is one of the chief factors in the 
success of a Credit Society but to enable supervision to be effectively carried out, it is 
essential that the^ area of operation be small, so that the members ®f the Society may 
have a fairly intimate knowledge of each borrower’s position and character. Such 
supervision, even if attempted by the Committee of a Loan Fund Society, must be much 
more Mcult of accomplishment, owing to the wider area of operations. The M 
of the Bandon Society stated that the Society’s area takes in the whole Bandon Union 
and some electoral divisions of other Unions. “ It would be at least twenty miles— that 


*C. 8381-1897, parae. 105-6. fAppendix 18 to Minutes of Evidence. 
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is a ten-miles radius.” The Treasurer of the Ahbeyleix Society said ; — " We take in a D- 
radius of five miles on the north side, three miles on the south, five vnilftR on the east, and 

four miles on the west.” • 

The fi-equent absence of supervision, and indeed of the power to supervise, the ex- 
penditure of loans is yet another feature in which the Loan Fund Societies fall far short 
of a weli-nianaged Co-operative Credit Society. We were glad to be informed that 
the serious overlapping of the areas of different Societies, a defect complained of by j ^ 
the Committee of 1896, has almost come to an end, owing to a revision of the areas by the eegi'.'*’ ’ 
Board in recent years. This overlapping made it very difficult to prevent a single bor- 
rower fionr resorting for money to two or three different Societies at the same time. 


I.ARGE PeOPOBTION OP AGRICULTURAL BORROWERS. 

254. Your Committee endeavoured to obtain as much light as possible regarding the 
classes of borrower who make use of the Loan Fund Societies. The following average 
figures*for all the Societies in the year 1911 were supplied to us by the Board’s Inspector; — 


Farmers 

... 61 per cent of the borrowers. 

Labourers 

... 19 

Shopkeepers 

... 3 

Others 

... 17 


100 


Although the Loan Fund System was originally established to meet the needs of town 
workers, it is evident from these figures, and from the testimony of well-informed wit- 
nesses at our Inquiry,thatthegreatmajorityof theborrowersare nowdrawnfromtheagricul- 
tural classes. Assuming that half the labourers who borrow are agricultural, as distinct 
from town, labourers (in some Societies the proportion of agricultural labourers is much 
greater), it will be observed that no less than 70 per cent, of those who resort to Loan 
Fund Societies in Ireland are either farmers or agricultural labourers, the farmers being 
almost seven times as numerous as the labourers. As Dr. O’Comiell said : — “ In many 
cases the system is availed of by a class of people in a district where it was not originally 
contemplated that it should be in existence at all. It has got into the rural distiicts, 
and the idea in ’43 was that it should be for urban communities.” 


Societies in which over 80 per cent, of the borrowers are farmers. 

256. The foUowmg are some rather striking illustrations of the wide extent to which 
certain Loan Fund Societies are called upon to deal in purely agricultural credit. ; 



Class of Borrower (in 1911). 

Name of Society. 




Others. 

Farmers. 

Shopkeepers. 

Labourers. 


Per cent. 

Per cent. 

Per rent. 

Per cent. 


100 


— 

— 

Atiiloue (Ros.) 

87 




Crichtou 


— 



Drumquiu (Nos. 1 and 3) 

100 

— 


1 

Drumlish 


— 


Drumshambo 

96 

— 


" 


88 

— 




98 

— 


12 

Kih’ea 

84 

— 

1 


95 



MowUe (1) . . 

94 




Moville (2) . . 

91 




Mohill 






In the Kinsale, MaUow, ICanturk and Fethard Kocienes 
of the borrowers. In only sixteen Societies out of fifty-oim did 
one-half the total number of borrowers, while m 

more than three-fourths of the customers. In only three Societies did shopkeepe 


comprise even one-tenth of the borrowers. _ rlrown from 

Your Committee need not emphasise the conclusions 
two cogent facts made clear during our Impury i-tot, that the Loan^h md^ 

Jr. . .. +i^ +.V1O TIP.ftrlR 


two cogent facts made clear durmg our Inquny nisr, xnau juc ^ j 

IS in aliost every particular unsuited to the needs of agricnltaral credit, to nm^nic 1 

• Similsr imres for eiicb. Loan Simd Society in lieland are given in Appoiidii 19 to Hmutee oi Bwdciuo. 
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it was Meed never designed ; and. secondly, that in spite of these hindrances, the neat 
maiority of the applicant for loans are of the farming class. “-e chrome 

toowTis to whoMhe loans are of no use. and to whom * 1 ^ 7 /hould not have been granted; 
b™ on the other hand, there is proof that many farmers fad the system defective as it a, 
tobe of much benefit, more particularly where repayment by instalments is not required. 

The whole facts in connection with these Societies strengthen the conctmion, 
arrived at by us on many other grounds, that there is urpnt need for a soniid system of 
agiioultm-al credit in Ireland to meet the requirements of the small and medium farmen 
and the agricultural lahourem of the country-needs which cannot be adequately met by 
any of tlie existing lending institutions. 

Excessive Salaries paid hy many Societies. 

25 6 A study of the Keport of the Committee of Inquiry of 1 896 reveals to what an ratal 
the payment of unduly large salaries to aerlrs had been earned by the variou^s Societo. 
The maximum salary allowed by the Rules had usually been paid. In the 103 Societa 
then existing the total salaries amoniited to £9,036, an yerage of £96 10s for each Society. 
Tke Committee reported that “ having regard to the nature and extent of the work 
performed by Loan Fund Clerks, and to the time necessary for the proper discharge of 
their duties, rarely involving in any case more than two days’ work each week, and m some 
cases only one day, we are clearly of opinion that the salaries at present paid to them 

are altogether excessive.” * , ,xi n / xi, mi on •* 

From the last Report of the Loan Fund Board (that for the year 1912) it appeal? 
that the salaries paid in the fifty-one Societies which furnished Reports m that y^r 
amounted to £3,777. or an average per Society of £74, a reduction of 23 per cent, mthe 
average cost to each Society. The number of persons employed was 102, or an average 
of two persons for each Society. One Society, Londonderry, with a capital of £3,409, 
of which only £l,709 was woridng on 31st December, 1912, pays annually £245 tofoui 
officials, although the number of loans issued average only 22 per week, or 3 per day. 
Tiio -fnllnwiTny arp tbp Societies emnlovins three officials : — 


1. 

Name. 

2. 

Total 
Capital 
on 31st 
December, 
1912. 

3. 

Woridng 
Capital 
on 31st 
December, 
1912. 

4. 

Total 
paid in 
Claries. 

6. 

Percentage ol 
Working 
Capital 
paid in 
Salaries. 


£ 

1,479 

£ 

1,477 

£ s. <1. 
33 18 6 

2-3 

Kinsalc, Co. Cork 

1,728 

1,072 

1,726 

58 6 0 

3-3 


1,072 

78 12 0 


Tullamore, King’s Co. 
Dnimshambo, Co. Leiti'im 

1,574 

1,570 

100 0 0 

6'3 

2,987 

2,986 

100 0 0 

3-3 

Leitrim, Co. Leitrim 

1,789 

1,789 

73 0 0 

4-1 

Limerick Industrial, Co. Limerick 

1,058 

1,058 

81 0 0 

7-6t 

l^irisokaiie, Co. Tipperary 

2,068 

2,067 

95 0 0 

4-6 

Casiel, Co. Tipperary 

3,600 

1,701 

180 0 0 

10-6 

Fetliard, Co. 'Tipperary 

1,177 

1,176 

47 0 0 

4 

I'ipperarj', Co. Tipperary 

1,112 

1,108 

65 10 0 

5 


The following are some Societies in which the cost of salaries bear a comparatively 
high proportion to the working capital : — 



£ 

£ 

£ 


Kanturk, Co. Cork . . 

256 

255 

48 

18-8f 

Mallow, Co. Cork 

966 

971 

73 

7-5 

Newmarket, Co. Cork 

435 

433 

50 

11-5 

BallingaiTy, Co. Limerick 

766 

454 

41 

9 

Kells, Co. Meath 

743 

742 

75 

lO-l 


When it is borne in mind that the figures in column (4) in above Tables are for salariw 
alone, and do not include rent and other expenses which often add materially to the cost, it 
will be clear that in many instances salaries are still paid, and extra officials employed, 
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fat heyond tlie requirements ot the case. In many Societies only a few liom-s per week 
must be involved, and yet a considerable salary is paid, sometimes even tkoiigh its payment 
entaUs a large net loss on the year’s operations. 


High salaries, heavy interest, needy class of horroioer, and annual deficits in same Societies. 

257 . In Kanturk Society, the total expenses of management amount to no less than 21 -4 
T)er cent', of the total working capital ot the Society, in the Cashel Society to 12 • 3 per cent., 
in Iveis Society to 11 *6 per cent., in Mallow to 10-5 per cent., and so on. It is rather 
renrarkable, and very regrettable, that in most ot these last-named Societies the great 
bulk ot the borrowers are labourers, the class needing the most inexpensive form of credit ; 503 b. 

and that some of these same Societies are those which charge abnormally high rates of interest. 

In most of them, also, a heavy deficit is shown for the year 1912. The Kanturk Society, 
for example, charges over 13-| per cent, per annum, though it has all its capital ot £256 
free of interest. It operates chiefly among labourers, who number 55 per cent, of its 
borrowers, its average loan being only £2 10s. lOti., less than half the average for all the 
Loan Fund Societies, and much the, smallest average tor any individual Society, thus 
showing the comparative poverty of the borrowers. In spite of its exacting 13| per 
cent, from this needy class, this Society made, as we have seen, a loss of almost £22 m 
1912 its salaries and expenses totalling £54 10s. 9d. In 1911 the deficit was £21 16s. 
and in 1910, £13 12s. lOd. At this rate of eating into its small capital to pay salaries 
and meet deficits, the Society must soon become defunct. ilaliow Society likewise 
charges over 13^ per cent., though £556 of its capital of £966 costs it nothing ; it also num- 
bers labourers as its chief clientele. 


Some Societies with low cost of management. 

257a Taking the fifty-one Societies together, the expenses of management for 1912 
/£4 727) amounted to almost exactly 6 per cent, of the working capital (£79,979). In nmny 
Societies the percentage is much smaller, as for instance m Moyne Society, where it is as 
low as 2 ■ 5 ; Hacketstown Society, 3 • 3 ; Abheyleix, 3 ■ 6 ; Coahsland, 3 ■ 8 ; &c. We are not 
surprised to find that some of these Societies where the salary hst and expenses have been 
cSr^down to the lowest point are those showing the finest record of good work done. In 
our opinion, those Societies in which the personal interests of the well-paid and mderworM 
officials are placed first, even though a heavy deficit on the years worl^ is the Mult 
have no excuse for their existence. We are not in a position to classify defimtely the 
existing fifty-one Societies into good and bad ; hut a study of the various figimes pub- 
lished in the^Annual Reports of the Loan Fund Board will enable a fairly accurate judgment 
to be arrived at. 


Statistics showing gbeat Deoiine in Numbees and Ofeeation of Sociehes 


STATISTICS SHOWING GKJiAT aa, — - . j- .at. T 

Funl^lolr^ “5 

operations^ of Loan l^nd Sooietms in Ii^nd_ Since ^eyM * ® 61 


operations of Loan Fund Societies m Irelana. o tv,o ^QTti+nl Lv £140 873 or bv 61 

hL diminished by ^X^sS^o? hy ?“cent 

per cent. ; the circulation ty f] W 1 206, or by 66 percent. 





1 

1 

1 

Total 

Year. 

Number 

of 

Societies 

Reportii^. 

Aiuouut of 
Capital 
to be 
accounted 
for on 
31st 

Total 

amount 

circulated. 

Number 

of 

Loans 

issued. 

Number 

ot 

Paid 

Officials. 

employed. 

expenses of 
Manage- 
ment, 
including 
Salaries, 
Rents, &c., 
and Loss 



December. 




ou Notes. 

1838 

1840 

1850 

1860 

1870 

1880 

1890 

1900 

1910 

1912 

50 
215 
132 
110 

88 

78 

99 

66' 

51 
51 

£ 

67,130 

182,601 
230 009 
149,806 
136,727 
178,992 
109,482 
89,176 
89,136 

£ 

180,526 

1,164,046 

662,794 

917,737 

565,422 

428,634 

498,651 

216,495 

196,898 

190,846 

148.528 

463,750 

189,235 

198,355 

121,078 

89,690 

86,713 

41,992 

39,650 

32.946 

295 

307 

234 

204 

205 
122 
105 
102 

2,720 

8,629 

12,186 

8,852 

9,310 

10,373 

5.727 
4,797 • 

4.727 
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From the fuller Table in Appendices* it will be seen that the decline in the number 
and operations of Societies has been especially marked since the year 1897 (the date of 
the publication of the Report of the Committee of 1896) and that the Societies now show 
a decrease of one-half as compared with that year. In the Appendices we also publish 
a further Table showing by Counties the operations of the existing fifty-one Sociebies.t 
There are no Societies in Armagh, Clare, Down, Dublin, Kerry, Louth, Mayo, Monaghan, 
Sligo, Waterford, or Wexford. In addition to the fifty-one Societies in operation, j 

t^nty -seven are in the hands of Receivers or are being wound up, as follows : five in 
County Donegal, nine in County Fermanagh, one in Comity Kilkenny, one in County 
Londonderry, one in County Monaghan, and ten in County Tyrone. 

Summary of Statistics of Societies for the Year 1912. 

259. The following is a summary of the chief figures for the year 1912 in regard 
to the existing 51 Societies : — 


Capital on 31st Deoemher, 1912 
Working Capital, 31st December, 1912 . . 

Capital held free of interest 
Total amount circulated 
Number of loans issued 

Total amount received for discount, interest, fines, cards, &c. 
Salaries paid . . 

Numl>er of officials 

Total expenses of management 

Interest paid or due by Societies using capital secured by debe 
Number of depositors owmng said capital 
Net loss (in 18 Societies) 

Net profit (in 32 Societies) 

Bad debts charged to capital . . 

Amount expended for useful local purposes 


£ 

89,136 
79 979 
56,001 
190,846 
32,946 
6,67!) 
3,777 
102 
4,727 
res 1,338 
512 
250 
996 
56 
105 


Sixty-three per cent, of total Capital of Loan Fund Societies held free of interest. 

260. Of the total capital of £89,136, no less than £56,001, or almost 63 per cent., is held 
free of interest by the Societies, being original subscriptions or unappropriated profits. 
The Societies with the largest sums in “free” capital are: — Ballyjamesdufi, £4,950; 
Athlone (Eos.), £4,171; Antrim, £4,057; Cashel, £3,600 ; Londonderry, £3,409; 
Crichton, £3,374 ; Limerick (Pery and Jubilee), £2,092 ; Moville, £2,028 ; Athlone 
(St. Mary’s), £1,946 ; Kinsale, £1,728 ; Letterkenny, £1,664. 

The capital thus held entirely free of interest by forty-nine of the fifty-one 
Loan Fund Societies is almost precisely the same in amount as the total capital, 
£56,554 (including deposits, State advances, and Bank overdiafts), held by over 170 
Credit Societies in Ireland in December, 1911, at from 3^ to 5 per cent. In spite of 
holding such a large amount with no cost for interest, the Loan Fund Societies usually 
lend it out at the rate of from 7 to 8 per cent., and in some cases at 10 and even 13 per 
Para. 270. cent. ; while the Credit Societies, though borrowing at from 3| to 5 per cent., usually charge 

borrowers only 5 or 6 per cent. The contrast is, to say the least, very striking ; and is 
all the more suggestive when we find such cases as that of the Antrim Society, which with 
£4,067 in free capital, finds a demand for only a little over £l,000 (at 7 per cent, interest), 
and keeps £3,000 locked up in Government Securities ; or the Londonderry Society, 
which with £3,409 in free capital, similarly finds a demand for only one-half this amount 
at from 8 to 1 1 per cent, per annum. Another analogous instance is that of the Limerick 
(Pery and Jubilee Society) which, with a free capital of £2,092, had only £1,033 in opera- 
tion on 31st December, 1912, and showed a net loss for the year of £23 19s. id., the 
expenses amounting to £162 14s. Id. (of which £135 was for the salaries of two officials). 

In view of the incontrovertible fact that very large numbers of small farmers and 
labourers in all parts of Ireland are, as sbo^vn by the evidence at our Inquiry, greatly 
in need of a system of loans, especially in the spring-time for current expenditure, and 
not repayable imtii the autumn or winter, it is a matter for the deepest regret that the 
Loan Fund system, which niight have done so much — even imder the actual and supposed 
limitations of the Act of 1843 — should have failed so completely in many cases, specially 
where considerable sums of free capital were available, to do much more than provide 
salaries for officials to the detriment of the interests of the borrowers. 


* See Appendix 21 to Miuutea of Evidence, 
t See Appendix 20 to Minutes of Evidence. 
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Good use made of free capital hy some Societies: 

261 . In pleasing contraiit to the failure of some Societies to give their borrowers the ad- 
vantages to be derived from the possession of free capital stand such cases as those of 
•the Ballyiainesdufi and Crichton Societies, The former with a free capital of £4,960 
'(its total capital) advanced in 1912 the large sum of £13,100 in 1,643 loans, these being 
much the largest totals of any Loan Fund Society in Ireland. The funds were thus 
turned over two-and-a-haH times during the year. The rate charged was only 2d. in 
the pound for the total period of five months, deducted as discount, equivalent to 
£3 12s. 5d. per cent, per annum in interest, an exceptionally low rate, althou^ it enables 
a bigger margin of profit to be earned than is possible to a Credit Society borrowing at 4 
■per cent, and lending at, say, 6| per cent. The net profit of the Ballyjamesdufi Society’s 
operations in 1912 was £102 Os. ^d. Crichton Society, possessing the sixth largest 
in free capital (£3,374), lent £7,362 in 1912, thus turning over its capital more than 
-twice in the year. As the limi t of twenty weeks for loans enables a Society to turn over 
its capital, if fully employed, two-and-three-fifth times during a year, it is quite possible 
for the total funds to be lent twice dming the year, and yet to lie idle for part of the year. 
The Treasurer of the Crichton Society mformed us that £300 or £400 of its capital was 
idle, in spite of ttds double turn-over. The rate of interest charged by this Society is 
£6 16s. 9d. per cent per a punm, which, though higher than in the BaUyjamesduff Society, 
is a reasonable rate ; but it could be considerably reduced in view of the capital being 
held free of interesti. It is not surprising to find a net profit of £73 17s. 3d. during the 
year. Other Societies with considerable net profits, due largely to the possession of free 
capital, are Moville (£74), Ahbeyleix (£72), Clara (^4), Athlone (£61), &c. 

Taking the Societies as a whole, they lent £190,846 in 1912, on a total capital of 
£89,136, the average size of loan being £5 16s. If their capital had been fully turned 
over once in every twenty weeks, a sum of about £231,750 corud have been lent, ass umin g 
no loans to be repaid by instalments. If, however, loans are repaid regularly by monthly 
instalments it is possible for a Loan Fund Society to turn over its total capital 
four times within the year. The sum of over £360,000 could be thus lent in monthly 
loans during a year on the present capital of the Societies. If the loans were regularly 
repaid by weekly instalments, it would be possible to turn over the capital almost five 
times, and to lend about £440,000 in the year on the present capital. These figur^ give, 
we think, some conception of how the interests of borrowers suffer by the fact that a 
nominal loan of, say, £5 for five months is in reaUty, under the monthly mstalment system, 
a loan of £5 for only three months ; and, under the weekly mstalment plan, is a loan 
of £5 for only ten and a half weeks. 

If the interest earned be at once lent out, the above figm-es would be very 
materially increased. 

Operatmis of Loan Fund Societies by Provinces. 

262 The following Table shows the number of Loan Fund Societies m each of the 
Provinces and the relative extent to which this source of credit is made use of m each 
Province 


Province. 

Number ' 
of 

Societies. 

Amomit 

of 

Capital. 

Total 

amount 

circulated 

in 

1912. 

Number 

of 

Loans 

i^ued. 

Percentages 

bi^d 

on 

number 
of Loans. 

"Ulster 
Leinster . . 
Munster . . 
Connauglit 

15 

15 

16 
6 

£ 

34,089 

19,154 

21,122 

14.771 

£ 

69,472 

46,963 

43,083 

31,328 

10,505 

8,834 

7,973 

6,634 

31-9 

26-8 

24-2 

17'1 

Totals 

51 

£89,136 

£190,846 

32,946 

100 


WMle the numher of Societies m Ubte. in Lemstei, in M^ter ie 

the amount of money advanced in the Ulster Societies is m_ ^ ^ ^ noted, «« para. svL 

other Prcmces. tL relative posrtions 
m respect of borrowing transactions from Loan bund so 
•transactions connected with agricultural land. 
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Interest jyaid ly Societies u^ion Debentiire-s. 

263. The interest due oi paid in 1912 by the Societies on their Debenture capital was 

£l 338. This is equivalent to a payment of 4 per cent, on the total capital, less the free 

capital. The expenses, £4,727, were equal to a charge of 5| per cent, on the total capital, 
and of 6 per cent on the working capital. Under the Act of_ 1843 the rate of interest 
payable on the capital, debentures, or deposits of a Society is hnuted to 5 per cent ; this rate 
appears to be the most usual one, but in some Societies a lower rate obtains. The Imaal 
Society (Co Wicklow) for instance, only pays 3 per cent., we understand, and has ako £llg 
of its capital of £496 free of interest. Yet in 1912 it made a loss of £9 15s. IQd . ; its 
expenditure on salary, &c., was £46, while it received in interest on loans, sale of forms, 
&c , only £45. This Society issued only 114 loans in the year, so that the making of each 
loan coat 8s. 1^. in expenses, as compared with Is. lOd. per loan in the Ballyjamesdufi 
Society, Is. &d. in the Clara Society, &c., and an average of 2s. lOr^ per loan for all the 
Societies. 

Cost to the Societies of maUng each Loan. 

264. It is natural that in the smaller Societies, with fewer boirowers, the expenses 
should be proportionately higher than in the larger ones ; but the remarkable variations in 
cost are not always to be thus accounted for. Many Societies are throwing away all the 
advantages of capital held on easy terms by continuing a needless annual expenditure. 
In the ibitrim Society, which has no interest to pay on debentures, and received in 1912 
only £72 in interest, &c.,from borrowers of 316 loans amounting to £2,907, thesnmof £l09 
was spent in salaries, rent, &c , during the year 1912 (each loan therefore costing 
6s lOfZ. to malce). Yet a net profit of £42 was earned ; a result due to the fact that £3,000 
of free capital was invested in securities. A somewhat similar case is that of the Cashel 
Society which, though it has no interest to pay on its lai^e capital of £3,600, is one of 
the most costly to work (each loan entailing an expense of 5s. 9d.,) due to its paying £180 
per annum in the salaries of three officials, and £31 in ‘other ways. 

The following are the Loan Fimd Societies whose expenses per loan are highest ; — 



s. d. 


s. d. 

Imaal 

... 8 1 

Ballingarty 

5 10 

Antrim 

... 6 10 

Cashel . . . 

5 9 

Kinsale . . . 

... 5 10 

Raphoe ... 

... 5 2 


Appeopriation op Surplus Profits op Societies. 

265. One of the most serious defects in the Act of 1843 is the provision* which enacted 
that Loan Fund Societies, after aimually placing not less than one-tenth of their net 
ptofits to a reserve lund tor the security of the debentiue-holders, might appropriate 
all or part of the remainder to the support of any dispensary, hospital, or mfirmaty 
in the district or county in which such Society shall be established, or tor such other 
charitable or useful local purpose as they, with the approbation of the said Jjoan Fimd 
Board, shall think fit.” It was also provided that similar use should be made of any 
unappropriated profits in the event of the Society being dissolved or otherwise deprived 
of the benefits of the Act, The latter pro'vision is unobjectionable, a nd indeed desirable ; 
it is somewhat similar to the condition laid down in the Friendly Societies Act for the 
Piira. 602. utHization of the funds of a dissolved Society, and incorporated in the I. A.O.S. Rules for 
Credit Societies.t The chief object of such conditions is to remove from those responsible 
for the management of a Society all temptation to wind up the organisation for the sake 
of dividing the funds. 

But to permit the annual allocation of nine-tenths of the net profits to “ charitable 
or useful local purposes ” was ■to open the door to very doubtful expenditure, while at 
the same time diverting money from the reserve funds which should have been steadily 
built up for the strengthening of the Societies’ position, and the security of, or paying oS, 
the debenture-holders. The profits should also have been devoted, we consider, after a 
sufficient reseiwe had been built up, to the lowering of the interest charged to borrowers, and 
towards assisting to defray the expense of the Loan Fund Board, in return for the super* 
Rev. J. c Irwin inspection afiqrded by it to the Societies. We fully concur with the recom- 

6913. ’ mendations upon this point made in their evidence by two members of the Board at 

o^Conndi 6788 also strongly urged so far back as 1855 by tbe 

* See 6 and 7 Viet., c. 91, Section 44. 
t See Rule XIV., Appendix 22 to Minutes of Evidence. 
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House o± Commons Select Committee of that year.* The Secretary of the Board informed 
that Committee that “ the surplus funds liave been applied to purposes which have 
failed to be productive of any good, either charitable or useful, and the money has been 
eventually lost to the funds ; especially it has been applied mischievously to building pur- 
poses.” He was of opinion that “ many of the Societies are worked by gentlemen who 
might cease to be connected with them if the law were changed and if they had not the 
power of making appropriations of money for charitable purposes.”! 

The Committee of 1896 mentioned that the objects for which the Board’s approval 
had usually been given were grants towards Industrial Scbools, relief of the poor 
and sick, erection of libraries, aid of night asylums, the employment of the poor, 

&c. In the C'ommittee’s opinion,- sanction should not have been given for such grants 
as gratuiti^ to wndows of deceased clerks, uniform for the fire brigade and flagging of 
the town of Tullamore, waterworks, lighting streets, erecting public clocks, &c. The 
Committee recommended that in future grants should be given from net profits “ only 
where it is proposed to devote them directly to the benefit of the poorer borrowers, 

Your Committee consider that even, this proposal would be open to serious abuse, 
and that no further grants of any sort should be made from the profits of Loan Fund 
Societies, save only when a Society through any cause is dissolved or ceases to exist. In 
such event, the fimds should be allocated (subject to the approval ot the supervising Board 
or other central body) in a manner similar to that now enjoined for Friendly Societies, Tara. 502 . 
and preferably in the starting of a new Society in a district in need of same. 


Decline in practice of making grants for local purposes. 

266. The Loan Fund Board appear to have issued from time to time circulars dis- 
couraging the allocation of sui'plus profits to local purposes. The following figures, giving 
the total amounts thus expended by the Societies in certain years, show that the practice 
has greatly diminished and^is now almost non-existent: — 

Amount expended on 

Year. purposea. 


1850 

1860 

1870 

1880 

1890 

1900 

1910 

1912 


£ 

689 

3,300 

1,562 

2,014 

914 

623 

135 

105 


The sum of £105 in 1912 was expended by the following Societies Antrim, £5 ; 
Athlone (St. Mary’s), £10 ; BaUyjamesduff, £20 ; Clara, £25 ; Athlone, £45. The objects 
to which these grants were devoted included repairs to National &hools, furmture tor 
schools, relief of the poor, purchase of books for Young Men’s Hall, etc. In each ot 
these cases a considerable net prbfit had been made during the year, while these Societies 
also possess a large “ free ” capital. One of the several anomahes m_ the Loan Fund 
svstem in Ireland is that a supervising Board, with a steadily diimnishmg vacome tom 
the sale ot documents and from interest on funds derived from same source, should have 
found itself called upon from time to time to approve of the expenditiue, on such objects 
as the improvement of footpaths and waterworks, of the surph^ profits of ^cieties pos 
sessing more capital than. they could find employment for The situation furi^hes yet 
another illustration of the defective legislation which has throughout so seriously liandi- 
capped any efforts at improvement of the system. 


J. J, Patceval, 
957. 


Sources op Income of the Loan Fune Board, . , . , , t n ' 

267. The sole source of income for the Loan Fund Board, as set O'Coimeii, u?29. 

1843, § was the sale of wiott, note fonns to Sooietiea at I-*' 

Foims at Is. each, the Board bearing the cost of prmtmg. one of the 

passed in 1872, || increasing the pnce ot the fonns tom Id. to . y , j p„as. 210 . 

most insignificant objects to which a special Act of Parliamen ^ source of 

Various Ser clasei of document are also sold 

income is supplemented by the interest on sums accum^ted m p Societies— a 

The income being thus dependent upon the lending busmess done by the bociet^ 


p. iv. 


feport 0 / tU Stkct OmmiUec oj tfm floiise »/ Commitwi o« Loan twid Soeteum 1> 

^ .. - - I'-JV-fi. 


’''t thid. Miiiutei- of Evidence, 417, 437. X Refort of Conmnm oJ 1896 [0. 8331 97], paras. 

§ 6 and 7 Vie., c. 91, Section 46. | 1 35 and 36 Vio., o, U. 1> 
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s most unwise arrangement, as we point out elsewhere in co^ection with Credit 
Societies— it was inevitable that with the decline m the number of Societies the Board’s 
receipts should show a falling-off. _ The effect of the Report of the Committee of 1896, 
added to the influence of legal decisions as to the illegality of renewals of loans, being 
to cause great uneasiness amongst depositors and a diminution in the number of Societies, 
the income of the Board fell to £705 in 1897, as compared with £l,269 for 1896, a decrease 
of no less than 44 per cent, in twelve months. The average total income for 1893-6 was 
£1,208, so that in 1897 the receipts were 41 per cent, below the average tor that period. 
The expenditure for 1897 being £968, the Board was faced with a deficit of £263, to meet 
which money set aside for investment had to be expended.* In 1898 the income further 
fell to £495 ; the expenditure exceeded this by £519, n^essitating the sale of £500 of the 
invested reserve. This selling of investments has since been an annual process, the 
details of which are given in the various Annual Reports of the Board. 

Income and Expenditure of the Board for 1912. 

268. The latest figures (those for 1912) show that the Board in that year received 
the following sums from the sale of Note Forms, &c. ; — 


Promissory Note Forms 

31,000 

£ s. d. 
258 G 8 

Borrowers' Cards 

29,300 

63 12 7 

Application Papers 
Default Notices 

29,100 

63 4 2 

9,100 

18 19 2 

Summons Forma 

1,500 

3 2 6 

Debenture Forms 

76 

3 16 0 

Deposit Cards 

12 

0 0 6 

Rules 

— 


Total 

- 

411 14 1 


In addition the sum of £78 19s. was received in dividends from Stock, &c., while the 
Board obtained £502 7s; %d. by the sale of Railway Stock. The total receipia were 
therefore £993 Os. id., and the expenditure (including Bank overdratt) £l,072 4s. 9rf., 
leaving a balance due Bank ot £79 4s. 2d. at the end of the year 

The actual expenditrue during 1912 (exclusive of adverse balance at opening of year) 
was made up as follows : — 


Salaries 

£ s. d. 
686 0 0 

(lucluiling Secretary, £350; 

Inspector's Travelling expenses and subsistence 
allowance 

109 3 10 

Inspector, £256 ; Clerk, 
£80). 

Petty Expenses . . 

Fite, Light, and Service . . 

4 2 4 
15 19 1 


Income Tax 

8 4 7 


Law Costs 

1 4 4 


Piinring, &c. 

124 16 3 


Interest and overdraft 

1 5 8 



950 16 1 



Entire invested capital of Board realised to meet expenditure. 

269. It is obvious, therefore, that in a comparatively short time the work of the Boanl 
must automatically come to an end from the simple process of exhaustion of its invested 
resources. There can be no reasonable prospect oi an increase in the sales of documents— 
on the contrary, there is every sign of a continued diminution in this source of income, 
which has^ fallen by £50 since the year 1910. The whole financial position of the Board 
was explained to the Vice-Regal Comroittee of Inquiry in January, 1912, and the details 
can be read in the Minutes of Evidence of that Report. J It is accordingly needless for us 
to go into details here. At that time the Board had remaining unsold only £2,000 of 
their investments, but we understand that since then it has been found necessary to 
realise the whole of this amount. The suggestion of the Board is that an annual grant of 
£500 should be made to them by H. M. Treasury. 


* See Sixlidh Report of the Loan Fund Board (C. 8920-1897), p 3 
t &ec Sixty-first Report (C. 9261-1898), pp. 4, 6. 

t See Minutes of Evideace, Rejwt of the CoiamiUee o/1912. dated 11th March, 1912. 
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Youi Committee have given the whole subject the most careful consideration and 
have made every effort to ascertain tbe effect of the operations of the Loan Fund Societies 
and the place which tliey fill in the sphere of rural credit in Ireland. From what we have 
said in deahng with various aspects of these organisations it will be evident that in our 
opinion the whole system fails in many important respects to meet satisfactorily 
the borrowing needs of the community, especially of agriculturists, who axe the Societies’ Paras. 254 , 255 . 
most numerous customers. Even for weekly wage earners the system has many dis- 
advantages ; and these defects have been intensified, as we have shown, by incorrect 
interpretations of the intention of Acts of Parhament in regard to such important 
matters as the length of period for loans, the rates of interest charged to borrowers, etc. 

In no one point can the system compare with a well-organised scheme of co-operative 
agricultural credit. 


Comparison of figures of Loan Fund Societies with those of Credit Societies. 

270. The following table sete out in a clear light, we think, some of the features in 
which Credit Societies surpass Loan Fund Societies as agencies of agricultural credit, as 
also the relative extent of the present operations of the two systems in Ireland. The 
figures are for the year 1912. 




Credit 

Societies. 

Loan Fund 
Societies. 

Number of Societies in operation 
Total Capital . . 

Amount of Loans granted 
Number of Loans granted 
Total Expenses 

Avwage Expenses i>er Society . . 

Net inofits in year 

Net Losses in year 

Average Cost to Societies of eacb Loan 

Usual Rate of Interest charged to borrowers 

Maximum period of Loan 

Maximum amount of Loan 

176 

£62,206 0 0* 
£68,244 0 0 
8,-522 

£738 0 0, 
£4 3 10 
£532 0 0 
£68 0 0 
- £0 1 8 
5 and 6 per cent. 

1 year J 
£50 

51 

£89,136 0 0| 
£190.846 0 0 
32,946 

£4,727 0 0 
£92 13 8 
£996 0 0 
£261 0 0 
£0 2 10 
7 and 8 per cent. 

5 months. § 

£10 


* On. which from 3 to 5 per cent, is usually paid by the Societies. 

t Of which £56,000, or 63 per cent., is held free of all interest ; the remainder usually at 4 or 6 pet cent. 
X Or longer, if repaid by instalments. , , • , • 

§ Under existing Rules, blit there is no maximum defimtely fixed by legislation. 


Superiority of Credit Societies to Loan Fund Societies as lending agemes. 

271 It is not feasible to include in a table of concrete figmes tto other equally 
important respects in whioli Credit Societies possess advantages lactang wboUy or m part 
in tie Loan Fund system. Such advantages are [a] the much greater secunty afford^ to 
depositors by the liability (unlimited or limited) of all.the members of a Credit Society , 
(i) the educative efieot upon the borrower of supervision of the object of the loan, a 
principle often absent from Loan Fund Societies; and W ^ 

ty the gathering in of small deposito. When to these are added the gam m greater elas^ 
tioity of arrangemente, in rates of interest, in maximiim amount and 
the ecoEomy in expenses of working a Society, an ove^heh^g cas , } 
consider, presented'^for the complete supersession of the Insh Loan system by o , 
of co-operative credit based on the lines suggest^ m our Keport, rathm tta for any 
attempt to improve the working of the system under the present or revised lulcs. 

We are, therefore, in full agreement with the following opinion I 

Board I think the present system of the Loan Fund Societies is ™™toble ‘o ^ “ 
of the time, and, persomlly, I think it is more inclined to decaj and 

in the direction of agricultural credit banks. I th^ it ® Aoriculturai Credit 

Parhament to hand over the existing Societies under tertain toiTO 

Societies” The welcome instances of some Loan Fmd Societies 

under careful management and redvicing their rates of interes . , 

any teal reason for modifyilg out opinion that, on the whole. y majority of those 

stitution and in its actual working is unsmted to the needs of th g . ^ 


Printed image digitised by the University of Southampton Library Digitisation Unit 



See paras. 642-4. 


See para. 263. 

See para. 385. 
Para. 857. 


116 DEPARTMENTAL COMMITTEE ON AGRICULTURAL CUEDIT IN IRELAND. 

requiring such aid. It was framed over a century ago to meet the credit requirements 
of certain industrial classes in Ireland, when such facilities for small borrowers 
were almost entirely lacking. Although modification of the Rules^ could undoubtedly 
effect many beneficial improvements, there is in our view no sufficient jvistification for 
retaining, by the aid of a State grant, a separate Board to supervise a distinct system ot 
credit in Ireland, seeing that a co-operative credit system, based on much superior prin- 
ciples which have been fully tested by the experience of other countries, is in operation, 
and is likely, under the proposed reorganisation scheme, to develop considerably in the 
future. 

It must also be borne in mind that pubhc confidence in the Loan Bund system has ^ 

in some districts been so completely shaken fay past failures that any effort to resuscitate ! 
Loan Fund Societies would be doomed to failure in these areas. i 


Proposed Discontindance of Loan Fund Board. ; 

272. Your Committee have therefore no hesitation m recommending that the Loan 
Fund Board — which must, without special financial aid, shortly be without funds— 
should be discontinued. The present members and their staff have admittedly had 
an uphill fight against many adverse conditions for which they were in no degree respon- 
sible, these being a damnosa hered-itas .hcim. their predecessors in office. With limited and ■ 
diminishing finariciftl resources they have, we think, endeavomed as far as possible to ex- i 
ercise supervision over the remaining Societies, and to effect by advice those improve- 
ments which they had no means of actually enforcing upon recalcitrant Societies. They have i 
achieved much in this direction, perhaps as much as could have been hoped for, havmg ; 
regard to all the circumstances. The main functions of the Board in relation to the ; 
Societies are the sale of forms and the furnishing of supervision and audit, both of which ; 
duties can be efficiently performed under our proposed scheme by the Agricultural Credit I 
Section of the Department of Agriculture. Several representatives of local Loan | 
Fund Societies at oiu Inquiry admitted that if arrangemente for the supply of forms ' 
and of inspection were satisfactorily made, the discontinuance of the Board would nyiVft * 
no difference whatever to the Societies, useful as the assistance of the Board had proved 

in many cases. 

Proposed Transformation op Loan Fund Societies into Credit Societies, 

273. The transformation of the existing Loan Fund Societies* into Credit Societies 
working. in comiection with the proposed Agricultural Credit Section of the Department of 
Agriculture would, in our opinion, confer very great benefit on small farmers and labourers 
of the distilcts. We assume that it would be legally necessary under the Act of 1843 
for the^innds of any Society to be utilized in the particular district or county of that 
Society s present operations. In some cases it mi^ht be desirable to create two or more 
Credit Societies in lieu of one Loan Fund Society. Several witnesses complained 
to us of the distances which they had to travel into towns to a Ldan Fund Society ; the 
establishment of Credit Societies upon the outskirts of a Loan Fund Society’s area 
would do much to lessen this drawback of distance and loss of time, and would more 
widely distribute the available credit facilities. 

Position of Pehenture~Hold&s. 

274. Of the capital of £89,000 now held by fifty-one Loan Fund Societies, £56,000 is free 

^ interest ; there should not, we think, be much difficulty in having this portion of 

the t^ds made available for the purposes suggested. The position of debenture-holders 
would naturally give rise to greater difficulties. Most of these persons (about 500 m 
number) are recmvmg 5 per cent, on their money but in some. Societies 4 per cent., and 
even lep, is paid. Many debenture-holders might consent to be paid off, or might offer 
themselves for election as members of or become depositors in a Credit Society. In such 
Society, however, they could not under our proposed scheme be given more than 3| 
per c^t. upon them deposits, whfie if they took shares in a Credit Society on the liiniteQ 
habmty basis, such shares, on which only a small part would be paid up, would earn no 
dividend, or, with the approval of the General Meeting, a dividend not exceeding 5 per 
cent, on the paid-up portion only. . o -o 


Societies are shown upon the Map ‘facing p., 386 
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The paying off of debenture-holders has made steady process in some Loan Fund 
Societies already, and the process might be hastened by legislation if necessary. We do 
not think the difficulties are at all insurinoimtable ; probably an amicable voluntary 
arrangement could be arrived at in many instances. 

275. The financial position of the Loan Fund Board itself will in the course of a short 
time render some legislative action essential ; we think such legislation should be sought 
for at the earli^t opportunity, and that it should deal with the whole position not only 
of the Board but of the Societies, making it possible to use their accumulated funds as the 
nucleus for new Credit Societies, only a limited sum to be made available for any' one 
Credit Society. The present “ free ” capital of the Loan Fund Societies would alone 
make available at once a sum (£56,000) almost equal to the total capital of the existing 
Credit Societies in Ireland, and we know of no manner in which this sum could be better 
utihsed than in the providing of reproductive loans, for terms of ten or twelve months, 
or longer, in the field of small agricultural credit. Probably some industrial borrowers 
would miss the Loan Fund system of advances ; but these borrowers form, as we have seen, 
only a small proportion of the customers of most Loan Fumd Societies, and their requiie- 
ments would, we believe, be equally well met by the Credit Societies. 


OONOLUSIONS. 

276. Our main conclusions and recommendations in regard to the Loan Fund Board 
system in Ireland are as follows ; — 

(a) The whole system was originally designed with a view to aiding industrial workem, 

but is now utilized mainly by the rural classes of Ireland, 70 per cent, of the 
borrowers being farmers and agricultural labourers. 

(b) In many important features, such as maximum length of term of loan, repayment 

by mstaUents, limitation of loan to £10, and comparatively kgh rates of 
interest, the system is unsuited to the requirements of agricultural oreffit. 
Full advantage, however, has not been taken of the latitude allowed by the 
Act of 1843 in several of these matters. ^ . . • • - 

(c) Legislation afiecting the system has been very defective, as for instance m giv^ 

the Loan Fund Board no real control over the local SocietiK, save by dissolving 
them, and in allowing the Board’s income to depend upon the sale of f°™s. etc 
to the Societies, while at the same time permitting surplus profits of Societies 

(d) Le^al d^islora^B to theille^tyof te"e™ls “f loans, followed by 

tive attempts to rectify matters, caused demoiahsation “ 

enormous losses to depositors, and a complete shaking of puhho confidence m 

the Societies of which 27 are now in the hands of Receivers. Tie total uumhei 

of Societies in operation has decreased from 300 m 1842 ^ 

capital and number of loans advanced show even a greater 

extension of Joint Stock Bank Branches has done much to dimimsh the 

(e) Too much™sponsMh^ is as a rule left to the Clerks in the making of loans, the 

cJIZlittoe in ^ taking Uttle or no interest in the Society^ working 
The method of appointing the Committees (mainly by co-option) is seriously 

if) Them ?st total lack of security for debenture-holders and ^ 

far as this is supplied by the good manageme^ 1 tt &Scei 
lated Reserve, and by any guarantee tohed by the Tr^smm ana ^ 

(Ir, thp svstem compares very unfavourably mtJi Lo-operative cremu 
GoverLent securily was a mean influence m 

more important, even when a senous deficit taken into account • they 

"tI: total working expenses per Society 
are similarly often excessive. q 2 


See paras. 
254, 255. 


Paras. 124, 2S4, 
255. 


Paras. 252, 270. 
&c. 


Paras. 207, 230-2, 
267, 265. 


Paras. 217-221, 
258, 215. 


Pms. 233, 238. 


Paras. 234-7. 


Paras. 272, 250, 
257, 249. 
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Pajas. 260, 246, 
246, 248. 


Paras. 230-244. 


Paras. 262, 263. 


Paras. 267-9, 272. 


Paras. 273, 274. 


(/i) Although 63 per cent, of the capital -of the Societies is held free of interest, the 
rates of interest charged to borrowers are comparatively high, being as a rale 
about 7 or 8 per cent; per annum. Some Societies, however, lend at lower 
rates. 

(i) Repayment by instahnente suits only weekly or monthly wage-earners. Most 

Societies now allow monthly loans to remain out in full until the end of the 
period. Only a few Societies have permitted the period of 5 lunar months 
(or 20 weeks) to be exceeded. This period is specified in the Rules, but not 
in the Act of ParUament, and its extension would have done much to make 
the system more adapted to agricultural credit. 

(j) The legal maximum of loar^, £I0, is too low, and should be raised to £50, as in 

Credit Societies, although loans above £30 would rarely be applied for. 
Regard is seldom paid to the object for which loans are granted, thus 
depriving the system of a useful educative influence upon borrowers. 

(A:) The diminished income of the Board has forced it to sell annually for some years 
a portion of its investments, and in a short time its operations must cease from 
lack of the necessary funds. 

The request for an armual State grant should not, we believe, be acceeded 
to. Legislation should be introduced at the earbest possible opportunity 
discontinuing the Board and transferring its functions to the proposed 
Agricultural Credit Section of the Department of Agriculture. 

(Z) Seeing that in every respect Co-operative Credit Societies are more suitable agencies 
of rural credit than Loan Fund Societies, this legislation should also provide for 
the utibsation of the funds of the latter in the estabbshment of Credit Societies 
m the same district or county. Debenture -holders should as far as possible 
be paid. off. 


r 
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SECTION VII. 


THE CO-OPERATIVE CREDIT MOVEMENT IN IRELAND. 


Your Committee having at an early stage of their proceedings become convinced 
that there was ample scope in Ireland for the operations of a well-organised co-operative 
credit system designed to meet the special needs of the small farmer and agricultural 
labourer, devoted particular attention during the course of their Inquiry to this 
branch of rural credit. 


Remarkable Growth op Co-operative Credit in Various Countries. 

277. One of the most striking features of the rural economy of the leading Continental 
countries is the great and growing development of co-operative rural organisations of 
various types, and especially of co-operative credit. The movement has also spread 
rapidly in countries outside Europe, such as Japan and India. The following approximate 
Wes, based upon information given in tbe Year Book of International Co-operation* 
and upon other sources, reveal the important part which organis^ co-operative credit 
now plays in the agiicultural and industrial progress of the countries named (the figures 
include other than rural credit societies). Considering the comparatively recent date at 
which the movement commenced in some of these countries, the progress already made 
can only be described as phenomenal. Most, if not all, of the figures given below are 
below rather than above the actual numbers of Credit Societies in operation. 


Country. 


Germany 

India 

Russia 

Austiia 

Japan 

France 

Hungary 

Roumania 

Italy 

Spain 

Netherlands 

Belgium 

Servia 

Bulgaria 

Finland 

Switzerland 

Ireland 

Canada 

Great Britain 


i Approximate Number I 
of 1 

I Co-operative j 
1 Credit Societies 
1 (rural and urban). I 


19, GOO 

14.000 

13.000 

11,500 

7.000 

5,200 

4.000 

3.000 

3.000 

1.000 
850 
760 
700 
660 
560 
400 
17C 
140 

70 


Number of 
luliabitaiits 
pee Society. 


3,312 

17,447 

12,609 

2.484 

7,370 

7,615 

6,221 

2,322 

11.557 

19,588 

7,085 

0,856 

4,1.59 

6.660 

5,664 

9,355 

24,944 

51,463 

685.412 


278. Not only is the movement remarkable the 
a further noteworthy fact is that in difiemnt countries its e P , ^ liability of the 
lines, as dictated by local conditions. Bo^^regard^^tm^of^t^^^^ 

♦Published by the International Co-operative Alliance. The figures have been bioiight up 
far as possible by Mr. J. R. Cahill. E 
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members of Credit Societies ; tie sources of capital j tbe methods of granting advances; ^ 
the security required ; the nature of the supervision exercised ; the methods adopted 
for organising Societies ; the relations between the movement and the State — and in ! 
various other respects, wide variations in practice are found to exist, even within the borders [' 
of a single country. r 

The subject is a very extensive and complicated one ; it is, therefore, quite impossible, I 
and indeed unnecessary, for us to give here even the briefest outline of it.* But we sba l] 
bave occasion, wben treating of various questions which have arisen in connection with t 
the co-operative credit movement in Ireland, to refer in some detail to^ the experience of * 
other countries in regard to these problems, and to draw such conclusions therefrouj as 
may appear applicable to Irish condition. We give in the Bibliography at the end of oui 
Keport references to some of the more important recent literature in English upon the 
subject of rui’al credit. 

Main underlying -principle of all co-operative credit- 

219. The one ma in principle underlying all the diSering forms of co-operative credit 
(w^hether in the smaller Societies chiefly dealing with personal security, or in the larger 
Associations, such as the Landschaften, which are more concerned with real property 
security) is the collective guarantee furnished by a group of persons, enabling them to 
obtain funds at a rate of interest lower than the rate at which the individual members 
could obtain such advances. The Co-operative Credit Society is, in short, an association 
of borrowers, not of lenders or capitalists, and its first aim is the benefit of its members 
in their capacity of borrowers. It is essential, therefore, that the expenses of management 
should he kept as low as possible, and that the making of loans should be carefully safe- 
guarded, so as to minimise the risk of loss. The singmai success with which this form of 
credit meets the special requirements of the agricultural industry — especially of the small 1 
and medium famrers — and overcomes the many obstacles which hamper commercial credit 
institutions in dealing with agriculture, is now a well-established fact incontrovertibly 
attested by the experience of many countries. 

It will be observed that some of the main recommendations of our Report strongly 
favour the sound development of co-operative credit societies in Ireland, upon lines wmoL 
we indicate, as the most satisfactory solution of the difficulties attached to the borrowii^ 
requirements of the agricriltui’al industry, save for loans of a large amount, or for a long 
period. 


PROPOSED DIVISIONS OF SECTION DEALING "WITH CO-OPERATIVE CREDIT. 


280. We now proceed to a consideration of the history aud present position of the 
co-operative credit movement in Ireland, and to a necessarily detailed examination of 
various aspects of the constitution and work of the Credit Societies. 


We shall, for convenience’ sake, deal with the subject under the following divisions 

(a) Outline of history of the co-operative credit movement in Ireland. 

(b) The forms of Liability attached to Membership of Co-operative Credit Societies. 

(c) The Deposits received by Credit Societies. 

(d) The problem of Surplus Deposits (including the relations of the Societies W 

the Joint Stock Banks, and the question of a Central Co-operative Bank). 
{€) The question of Trading Powers for Credit Societies. 

(/) Loans made by Credit Societies. 

(g) Registration of Societies, Annual Returns, and Custody of Documents. 

(h) The Secretaryship of Credit Societies. 


ij) Advances from State Funds to Credit Societies. 
(A) The Inspection and Audit of Credit Societies. 


tie cSiM ^ ?• -go^tion of the co-operative credit movement in all 

2 :Sme International Institute of Agriculture 
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During our Inquiry we took pains to ascertain, as far as possible, tke present condition 
and past kistory of numerous Agricultural Credit Societies in various parts of the coimtry, 
and heard evidence from over 40 Secretaries and members of Committees of such Societies. 
We also received useful information from farmers who were members of Credit Societies, 
and who were accordingly in a position to speak from personal experience of the operations 
of these organisations. A large proportion, therefore, of our Minutes of Evidence necessarily 
deals with this subject, and to it also a considerable share of our Report must be devoted. 

Evidence received on behalf of the co-operative credit movement. 

281. In addition to the evidence of officers and members of local Credit Societies, we 
obtained much information as to the general principles and organisation of the movement 
from Mr. R. A. Anderson, who has been Secretary of the Irish Agricultural Organisation 
Society since] its establishment ; from Organisers working under that body ; from Mr. A. 
Swain, who is in charge of its Audit branch ; and from Mr. O’Connell Miley, Registrar 
of Friendly Societies for Ireland. We have aimed at ascertaining the facts not only in 
regard to some of the most successful Credit Societies in the country, but also in respect 
to some Societies which were either in a position of stagnation, or had been wound up; 
mth, in each case, the causes of success or failure. It will not be possible from con- 
siderations of space to refer in our Report to more than a few illustrative cases, which may 
be taken as typical of many more of a like nature. 


Okigin op the Co-operative Credit Movement in Ireland. 


282. It is desirable, we think, before entering upon a consideration of the evidence, 
to give a brief sketch of the origin and growth of the Co-operative Credit movement in 
Ireland. Many of the problems connected with agricultural credit in this country cannot 
be adequately understood without some knowledge of the past history of the system. 
This outline is based mainly upon the figures and other information contained in the 
Annual Reports of the I.A.O.S. 

The Irish co-operative movement had its origin in the year 1889, and was due mainly 
to the efiorts of Mr. (now Sir) Horace Plunkett and some other enthusiastic promoters of 
co-operation who aimed at the education of Irish farmers in co-operative principles as 
applied to agriculture generally. These pioneers of the system did not in the first 
few years introduce Co-operative Credit Societies, being of opinion that it was advisable 
for various reasons to commence with one particular branch of farming, i.e., the dairyii^ 
industry, which presented several features rendering it specially adapted for co-operative 
methods. 


Foundation of the Irish Agricultural Organisation Society. 

283. In 1894 the Irish Agricultural Organisation Society* was foimded to take over the 
supervision and direction of the further progress of the movement under the Presidency of 
Sir Horace Plunkett. Our colleague, Rev.T. A. Finlay, m.a., who had taken part m the 
extension of the movement since 1895, became Vice-President in 1895, a position which 
he still holds. The Committee of the I.A.O.S. in 1894 invited Sir. H. _W. Wolff to Dublm, 
to receive from him an explanation of the various agricultural credit systems m vogue 
on the Continent.! Mr. R. A. Yerburgh, m.p., President, and Mr. Thomas Farrow, Secrete^ 
of the English Agricultural Banks Association, also assisted with information. The 
Eeport states : „ r. , -ri u l- 

“ It was decided to make the erperiment at Donei-aiJe in the County Cork . . . . me caus. 
started in February under the management of a local Committee and Secretary, and has, up to the piewnt, 
lent upwards of £100 in smaU sums. This money has been borrowed on the Mcunty of the 
and is being lent out at a low rate of interest. Loans are only made for productive purposes or to eBeci 
an economy. The appHcation of the loan is carefully watched, and, if misapplied, it is 
Each borrower must provide two sureties, while, to further secure the Bank against loss, none but peisons 
of good character and industrious habits are admitted as Members. 

Jrom the copyright Etdes for Credit Societies issued by the I.A.O.S., which are 
reproduced as an Appendix to our Eepoit, t it will be seen that the principle of imhnutett 
liability, without share capital, was adopted as the basis of the constitution of these isoeietieb. 


* Hereafter in our Heport indicated by the initiuU ‘ I.A.O.S. 

tSee First Annual Report of I.A.O.S. (year ended 31st March, 1895). 

fSee Appendix 22 to Minutes of Evidence. 
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ProQTBSs wixtde in eaHy yedTs of the movevi&nt. 

284. In their Eeport for the year ended 31st March, 1896, the I.A.O.S. stated that the 
Doneraile Society (membership 71) which had started operations m Tebiuary, 1895, had. 
made satisfactory progress, and had proved of immense benefit to its members. Further 
Credit Societies had been established at Kyle, Queen's County (33 members), and at 
Belmullet, County Mayo (34 members). 

By the end of the year 1898 the number of Credit Societies registered had grown to 
38, with a recorded rhembership of 1,866, and a capital of £3,420. During that year loans 
amounting to £3,300 were made by the Societies. The Congested Districts Board had voted 
£100 in 1897 towards assisting the expenses of organising. Many of the new Societies were 
formed in the counties of Mayo and Galway, while three were registered in County Wexford 

See paras. on the limited liability principle, i.e., at Balhndaggin, Blackwater and Castledockrell. 

3.S&-340. The first-named of these, Ballindaggin, is still in existence, and we shall have occasion later 

to refer to its history ; but the Societies at Blackwater and Castledockrell do not seem 
ever to have come into actual operation. 

Matw Principles of Eaippeisen Ceedit Societies. 

285. The following extract from a Memorandum* issued by the I.A.O.S. some years 
ago sets out the main principles of the constitution and procedure of the Irish Eaifieisen 
Societies : — 

“ (1) The area of the society is limited so that all its members may be acquainted witb 
each other. 

(2) Loans are made for productive or economical purposes only — 'the object being 
to enable the borrower to realise a profit, or effect an economy, which will enable him of 
itself to repay the money bonowed. 

(3) The period for which the loan is granted is regulated by the object of the loan, 
and is always calculated to fulfil this condition. 

(4) Applicants for admission are admitted to membership if known to be sober, honest, 
and industrious. Poverty, so long as it does not result from the absence of these qualities, 
is no bar to membership. 

See paras. (6) Members on admission become jointly and severally liable for all the debts of the 

303 - 358 . bank, i.e., for loans granted to themselves or other members, and for all sums of money 

either deposited in or lent to the hank for the purpose of being re-lent to its members. 

(6) Borrowers must comply with the following conditions : — 

(а) They must be members. 

(б) The purpose for which the loan is required must he stated, also the term 
for which the loan is granted. 

(c) They must find two sureties who will join them in a Bond guaranteeing 
the repayment of the loan and interest thereon, and who will further 
bind themselves to repay the loan in the event of its misapplication. 

(7) The management of the bank is vested in a chairman and a committee elected by 
the members. 

(8) Ko profits earned by the bank may be divided among its members by way of bonus 
or dividend, or otherwise disposed of ; they must be allowed to accumulate as a reserve 
fund, which he used to augment the capital of the society, and which, being free of 
interest, will in time enable the society to reduce the rate of interest charged to borrowers. 

(9) WMe provision has been made for payment of secretaries, voluntary service is 
the almost mvanable rule, the office of Secretary being discharged in the majority of cases 
by National teachers, and sometimes by the local clergy. Where pavment is made for such 
services it is, as a rule, merely nominal. 

(10) The usual rates of interest on loans are from 6 per cent, to 6i per cent. Interest 
is generally regulated by the rate at which capital can be obtained, a margin of about 
2 per cent, between the rate of interest paid by the hank and that charged by it to 
borrowers bemg usuaUy aimed at. Thus, if a bank borrows at 3 per cent., it will lend at 
5 per cent. 

*Amml Report o* I.A.0.S.jor 1910, pp. 76—8. 
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(11) Capital is derived mainly from three sources ; — 

(a) From the joint stock banks, which grant advances in the form of over- 
drafts at a fixed rate of 4 per cent., irrespective of the fluctuations of 
the Bank rate. 

(&) From individuals who deposit cash, at rates varying from 3 to 4 per cent. 

(c) From, the Department of Agriculture, or the Congested Districts Board, 
for limited sums varying from £50 to £150 and, in a few cases, £200, at 
3 per cent. 

(12) These societies are registered under the Friendly Societies Act, and are described 
as " Specially Authorised Societies.’ The power to borrow capital from sources outside 
their own membership was conferred upon them by the ‘ Societies Borrowing Powers 
Act,’ promoted by Sic Horace Plunkett. 

(13) Their accounts are audited annually — ^iu the ease of about 80 per cent, of them — 
by the audit staS of the I.A.O.S., which is under the supervision of a Public Auditor who 
holds his appointment from the Treasury. Returns, embodying the particulars contained 
in their balance sheets, are furnished by each bank to the Registrar of Friendly Societies 
in accordance with the Act. The minimum fee for an audit of the accounts of one of these 
societies by an independent Public Auditor would be £l Is. The I.A.O.S. merely charges 
a nommal audit fee, and bears the entire expense in such cases where the society is unable 
to pay anything. 

(14) Their accounts are open to inspection by any person or body having an interest 
in their funds, e.g., the Department or the Congested Districts Board. 

(15) la so far as its limited resources permit, the I.A.O.S. periodically inspects, instructs 
and advises these societies. At the formation of every such society, the I.A.O.S. organises, 
advises and iostructs the committee and Secretary in their duties, and printed instruction 
in a simple but suitable system of book-keeping are issued for their guidance. The I.A.O.S., 
moreover, supplies these societies with Rules and ail necessary books and forms at cost 
price. The societies are encouraged to refer any questions in which they are in doubt to 
the office of the I.A.O.S., and a heavy correspondence, which is always promptly dealt 
with, results. Where a reply by letter does not appear adequate, a competent organiser 
is sent.” 


Sir Horace Plunlcett’s description of the aims of Credit Societies. 

286. The following is a description by Sir Horace Plunkett of the aims and nwdm 
operandi of these Credit Societies* : — _ , . , . • , • . 

“ The exact piuvose of these organisatious is to create credit as a means of mtroducmg capital into 
the aerioultuial industry. They perforin the apparent miracle of giving solvency to a commumty composed 
almort entirely of insolvent individuals. The constitution of these bodies, which can, of course, be described 
only in broad outline here, is somewhat startling. They have no subscribed capital, but every member 
is liable for the entii'e debts of the association. ConsecLuently the association takes good care to admit 
men of approved chm-acter and capacity only. v, * v 

“ It stei-ts by borrowing a sum of money on the jomt and several security of its meml^rs A membei 
wishing to borrow from the ^sociation is not required to give tangible secrmty, but m^t bring two sureties. 
He fills up an application form which states, among other tbngs, what he wa^ts the money for. ihe 
mles proT.d.^-<.S tliiB i. tie salient featnie of tie system-tlat a loan slall 1>« -“ae foi a piodnet.Te 
pnipoie only, tlat is, a purpose Aioh, in the judgment of the other memhys of the assoc.aton 
« represent* by a Oomuhltee demooraticahy eleeted fmm among themselves, -mil enable the loirorrei 
to repay the loan out of the results of the use made of the money lent. _ _ *t, * • a-i, 

^ Raiffeisen held, and our experience in Ireland has fully confirmed his opinion, that in the P°o«at 
communities there is a perfectly safe basis of security in the honesty and industry ^ its 
security is not valuable to the ordinary commercialleuder, such m the local joint stock haii Even ri 
such lenders had the intimate knowledge possessed by the coi^ttee of f 
the character and capacity of the borrower, they would not be able to satisfy 
required for a reallyVo^^c^^i^® purpose, nor would thty be able to see 
*e stipnlnled object. One of tbe rise of the co-operatrve banka 

who does not apply the money to the agreed ptodnotoe puipoae. But although fteae Ba^ ? 
invariably eitnSted in very poor dietriote, there has been iro neoeaaity to 

inatanoe. Social inSnencii seem to be gnite snfieient to secure obedience to the association s laws. 


Beacons given by I.A.O.S. for adoption of the Raiffeisen SysUm. 

287. The I.A.O.S. in their Eepoit for the year 1898 stated at some leiigth then reasom 
to the adoption of the Kaifleiseii system as the basis for Credit Societies m Ireland, ihe 
following .is a quotation from tiiis Report : — , ^ * i 

“ We have always been desii-ons of introducing our methods of 
Districts, a project wMck needed much consideration on account of the extreme po erty P 


' rlrdmi in tlx New Century (Third Edition), pp. l®-6- 


See paras. 
43a-9. 


See paras. 
04&-598. 


See para. 371. 


See paras. 
609-620. 


See para. 621. 
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which forbade any scheme of self-help involving any large m-elimiiiary outlay of capital. The human 
problem of the character of a people who had Uttle or no familiarity with business methods negahred 
also any complicated plan which could not readily be understood by all. This latter point presented 
more difficulties than the first, and we considered it essential that the form of organisation introduced 
should not only be adapted to the peculiar necessities of the people, but sliould at the same time have 
an educational character. i, .1 • 

“ The Raifieisen Agricultural Bank system seemed to us to answer all these requiremeute, and wo 
were enabled to form an opinion on this, not only on account of the great success of the system abroad, 
but because we had already in the districts referred to a Society started on these lines where report and 
personal investigation showed that the Raifieisen system could as a business be worked successfully in 
the poorest pai'ishes in Ireland, and could also effect the moral regeneration of people who had not previously 
been handled in a way calculated to keep alive the spirit of self-help and mdepeudence.” 

By 1899 tlie Eumber of Credit Societies had increased to 61, with a capital of 
£ 5 , 000 , of which £1,700 had been advanced on loan by the Congested Districts Board 
to twenty -four Societies, at per cent. The Societies were mainly confined to the counties 
of Mayo, Galway, Donegal, Clare and Wexford. An Irish -speaking Organiser was appointed 
for Irish-speaking districts, and certain revisions in the Eules, which experience had proved 
to be necessary, were carried out. 


J 

I 


I 


Paras. 630-8. 


Large profoi'tion of Capital of Societies fumisJied by State Departments. 

288. In their Eeport for the year 1901, the I.A.O.S. stated : 

“ Following the enlightened example of the Congested Districts Board, the Department of Agriculture 
is prepared to advance sums of from £50 to £100, at 3 per cent, to Agricultural Banks, to serve as a nucleus 
around which local deposits can gather. This aid has enabled many new Societies to start in districts 
where local capital was not at first obtainable, and around this nucleus deposits in most cases come in.” 

The newly-created Department of Agriculture in this year, 1901, advanced £1,360 to 
eighteen Societies, while the Congested Districts Board had £2,980 on loan ivith 
tlurty-six Societies. Of the total capital (£9,123) of the Societies almost one-half had 
thus been supplied by these State Departments. The I.A.O.S. in their Eeport dwelt 
at some length upon the relations of Joint Stock Banks to the Societies, and expressed 
regret that no uniform policy had been adopted by these Banking institutions in regard to 
the co-operative credit movement. 

In regard to the Joint Stock Banks the Eeport for 1902 stated : — “ It is satisfactory 
to report a very great improvement in these respects, and now any Society which is 
well managed can obtain money at 4 per cent., which is a reasonable rate and as low as 
could be expected.” 

In this year (1902) the total capital {i.e., the funds at the disposal of the Societies) 
amounted to almost £14,000, the increase being mainly due to the fact that the Depart- 
ment’s loans amounted to £4,655 to fifty -three Societies, as compared with £l,350 the 
previous year, while the loans from the Congested Districts Board showed an increase of 
£450. Four-sevenths, therefore, of the funds of the movement were at this stage supplied 
by the State. ^ 


Comity Councils and Co-operative Credit. 

289. The Eeport for this year (1902) contained the following reference to the action 
of certain County Councils ; — 

f The Committee are glad to be able to report the enlightened action taken by the Derry County 
Council, wliioh voted a sum of £60 towards the expenses of organising Agricultural Banks iu the county, 
an example which is bemg followed by two other County Councils in the present year. We believe that 
as the movement giyws and its advantage to the country is more realised, similar friendly relations will 
spring up between the I.A.O.S. and other County Councils, whose agiicultural instructors find their best 
pifrences among the members of our Societies. The Joint Stock Banks, which at fii-st were a little 
mclmed to hold aloof from our Credit Societies, ai-e now willing to aid them and offer money on ovei-diaft on 
leasonable terms, and the complaint made in the last Report cannot be repeated this year. 

Deposits ai-e also ftoiving in more readily to the older Banks, which have estabUshed confidence in 
then management, and there is reason to believe that in a few years’ time there vill be no difficulty in 
And j require. Hitherto they have acted chiefly as Loan Societies, 

^Ainlv h!.vn * aad there, the character of Savings Banks. The capital has been 

d ^ P Department of Agricultm-e or the Congested 

i? fS?ii?vns?d^”V^ that the organisation is altogether satSfactory untU local capital 

hecomes reco^used that the superfluous capital of the well-to-do in any district 
reSlblp organisations, those whose need is capital on 

^ them to carry on their business successfully. The Agricultural Banks will not 

whSh iril? eS tl ^ a few years, create that public spmt and mutual confidence 

rhem ^ ^ ^ Friendly Societies,’ as tlie Act under which they are registered names 
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By 1904 the nominal number o± Societies had grown to 200 ; of these, however 
only 144 furnished their annual Returns to the Regi,strar of liiendly Societies in 
accordance with the law. _ This failure of a large proportion of Societies each year to furnish See paras 
their statutory Returns is a matter which will be dealt with more fully later on. The 508-515. ’ 
total capital of the Societies amounted in 1904 to over £28,000, of which about one-half 
was furnished by the State. The I.A.O.S. appear to have recognised the undesira- 
bility of the movement relying to such a large extent on loans from Government 
Departments instead of upon local deposits and overdrafts from the Joint Stock Banks. 

In their Report they stated 

“ Local money is coming to be more relied on, and, whenever possible, theI.A.O.S. organisers deprecate 
applications to the Department if capital is otherwise procurable . . . The Congested Districts Board 
and the Department still conthme their aid to Credit Societies in districts where local capital is not at first 
available, and it almost always follows that confidence is established, and depositors appear after some 
months or a yeai' has elapsed . . . Following the example of Deiry County Council, the Kerry 
County Council ha-s voted a sum of £30 towards the expenses of organising Credit Societies.” 


During the year 1904 twenty-nine Oi-edit Societies had been removed from the I.A.O.S. 
returns, and twenty -eight new Societies registered. 


Undesirable practice of renewing Loans. 

290. Difficulties appear to have arisen at this stage in the movement from the gi’owing see paras. 217 - 8 . 
habit of renewals of loans, which, as we have seen, proved so disastrous to the Loan Fund 
system. The I.A.O.S. stated in their Report for 1905 : — 

“ Rather more than half of the Societies have now so thoroughly imbibed the principles of co-opera- 
tive credit that the supervision of the I.A.O.S. is hardly necessary. Although about sixty or seventy 
Societies need supervision, there are only three or four which are so badly managed that they may have 
to be wound up on account of the incompetence of their Committees, and the impossibility of finding 
men of firm character to manage them. In none is there any expectation of loss of capital. 

“ The reason why supervision is necessai'y is not solnuoh the intricacies of the accounts, which are 
kept in a very simple manner, as in order to prevent the habit of renewals or extensions of time creeping 
in after- the first year or so. So many farmers have got into the habit of renewals under the old system, 
that it is a constant object of the Organisers to impress on Committees the necessity of punctuality, and 
that a Society is not worked on right, lines when loans are renewed, even if the boi-rower pays the interest, 
and his sureties are good for the amount. 

In dealing with this question of renewals of loans, tbe I.A.O.S. Report for 1908 stated : — 

“ The objectionable habit of renewals still continues in some Societies which axe old enough to know 
better-. It cannot be too often or too emphatically stated that whilst erteftstojw of time, to enable a borrower 
to make his own out of a loan, may sometimes be good policy, and may occasionally be necessitated by 
the exceptional circumstances in which a borrower may find himself (as, e.g., when he had expected to 
sell stock at a profit, and finds he must either defer- sale to subsequent fair or sell at a loss), the renewing 
of a loan is always to be deprecated, and a second renewal should be sternly discouirteiranced by the 
Committees. 

“ Instances have come under notice of Committees which have granted twelve-month loans, and on 
the date on which these fell due have renewed the loan year after year. In some cases the loans have 
been repaid and the money taken out again the same day or at the next meeting of the ConrmittM wiih^ 
being applied to ajresh purpose. Needless to say, every such loan is a misapplication of loan and ^pital, 
and the borrower who pays inter^t on these loans is no longer working on ‘ economic credit. 
tliis, such capital remains constantly in the hands of a few men, and other members^are discom-aged from 
borrowing by the belief that the Society is worked in the interests of a small group. 

Many proofs have been, funiished to us during our Inqimy of the injury done to the 
co-operative credit movement by the system of renewals which prevails .in some Societies. 


291. Speaking at the Annual Meeting o£ tie I.A.O.S. in 1907, Sic Horace Plunkett 
said " As for the development of Co-operatdve Credit— perhaps the most urgent ot all 
the economic reforms which confront both sides of the movement, in order t^t mesn 
■working capital may be made available for a more advanced system of agricultural produc- 
tion and distribution— we have only just begun.” Even in Germany, however, the _jreaa 
of Co-operative Credit Societies was at first a slow process. After 20 years 
Societies were in existence, while in 1891, after 40 years, there were 885 ’ 

It is only since 1880 that phenomenally rapid growth has taken place m J 

mainly owing to well-organized propaganda in various States, and to effective bovemmeni 

assistance through the Prussian State Co-operative Bank. 

*Peoph's Banks ("Wolfi), p. 131- 
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In 1907 tlie number of Credit Societies in Ireland fuinistog Ketums to the Registrar 
of Friendly Societies was 187^107 of the 294 registered Societies fai^g to do so. 
The numbi returned by the I.A.O.S. as in actual operation was 226, so that 68 of those 
which had been registered had ceased to exist or had never begun to work. The amount 
held on loan from the two Government Departments amounted to £18,785, as against 
£17,098 held in deposits. This year marked the maximum State assistance of this nature.* 


Cate necessary in regard to Loans for holding over of Stock. 

292. Your Committee have received a good deal of evidence showng that a purpose 
for which small farmers frequently require advances is the holding over of stock. Several 
witnesses have explained to us the great advantage which often accrues to a small agricultu- 
rist from heing in a position to retain on his hands stock which are not ready for the market, 
but which, without some other means of obtaining ready money, he would be obhged to 
sell in tbeir unfinished state at a price bringing little, if any, profit. In dealing with 
this question in their 1908 Report, the I.A.O.S. stated : 

“ Loans for holding over stock require very careful judgment. These are frequently devoted to tke 
payment of shop debts, and it not infrequently happens that after a series of such borrowing, a borrower 
finds himself no better ofi than when he began. No hard-and-fast rule can be made about this kind of 
loan, as, of course, it may happen that a borrower can make a profit by holding over stock till a more 
profitable market enables him to realise the proper value of his beasts ; and if the money so secured enables 
him to escape from the clutches of the gombeen man, the loan may be thoroughly economic. Each case 
should, however, be gone into on its merits, and no loan be passed imless the Committee are satMcd 
that the borrower is not exchanging one bind of debt for another, with no advantage to himself and witli, 
perhaps, risk to the Society.” 

Large decrease in number of Credit Societies in the year 1909. 

293. Tlie figures for the year 1909 showed for the first time since the commencemeut; 
of the movement a decrease in the number of Credit Societies. The large niunber of 41 
Societies were struck off the I.A.O.S. list, while 7 new Societies were formed, leaving a net 
diminution of 34. Of the 234 Societies included in the Returns, 10 were reported by the 
I.A.O.S. to be either not working or not started. The number fumishing l^tums to the 
Registrar of Friendly Societies was only 174, or 13 less than the previous year. In 
spite of the large net decrease of 34 in the number of Societies, the Returns of the 
I.A.O.S. showed an increase of over 1,000 in membership, and of £3,427 in deposits. These 
deposits, amounting to £23,688, were held by only 109 Societies of the total of 224 Societies 
returned as in operation, the remaining 115 Societies either having no deposits or making 
no Returns. The total number of loans granted by the Societies in 1909 amounted to 
9,213, being the highest point hitherto reached, subsequent years showing a decrease. 


Causes of Loss on the loorking of numerous Societies in the year 1909. 

294. Thii‘ty-one Societies showed a loss upon the year’s working in 1909. In regard 
to this fact the I.A.O.S. wrote : — 

" Tkei'e is a continued growth in the reserve funds which the societies have accumulated. It may be 
noticed, however, that the number of b anka showing a loa on the year’s trarmactious is larger than in 
previous years. These losses (in no case due to bad debts) though in almost every case insignificant in 
themselves, are to be regi'etted, and should be avoided in futui'e years. They have arisen in various waj^ 
all of which are capable of prevention ; 

“ (o) The larger number of losses have arisen owing to the fact that the narrow margin of profit 
available on the small transactions of banks working on, say, a couple of hundered pounds capital, is mow 
than absorbed by the expenses, small though these ai-e. In earlier years the I.A.O.S. found it possible 
to audit the accounts of these banks either gratuitously or at a nominal audit fee. This is no longer 
possible, and though the fee charged is still below that which public auditors would be justified in chaigingi 
it is often higher than a small bank, procuring, perhaps, the greater part of its loan capital from a joint 
stock bank at 4 per cent., supplemented by deposits at the same rate, and lending to its members at 6 
per cent., can sometimes afford to pay. As has been pointed out in previous reports, the proper way to 
meet necessary expenses such as audit, affiliation, &c., is either to raise the rate of interest to six or six 
and a quarter per cent, (which, in the gi'eat majority of cases, is a cheaper credit than the small farmer 
can expect to obtain in any other loan transactions, and one which a loan tor a genuine productive purpose 
should also justify), or, what amounts to much the same thing, to make a levy from the meml^'S. not 
exceeding 3a. in the £, to make up the sum needed for the purpose. 

“ (b) In a few cases losses have arisen owing to the fact that societies with fixed loans from the Depart- 
ment of Agriculture or the Congested Districts Board held this loan capital in the bank incurring inter^. 
instead of lending it out to their members. This probably arose owing to their anxiety to have overdue 
loans cleared off, for which purpose the business of lending was temporarily suspended. 


’“See complete Table on p. 128. 
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“ (c) A similar source of loss has been the tendency of bank Secretaries iii a few cases to allow loans 
when repaid to be on hands instead of having them immediately returned to the bank in substitution 
for money being loaned out of overdraft. 

“ (d) In a very few cases e^enses have been incurred for rent, fire, or other things which could 
probably be avoided by a little forethoi^ht. In almost every district it is possible to find a place of 
meeting, and no appreciable cost for fuel might be expected to arise from the monthly Committee meetings. 

“ (e) The other source of eCTense which may entail a loss on a Society with a small capital la the 
payment of the Secretary. It is felt that this is likely to continue and even to incretae until either a large 
enough volume of business arises to provide the necessary profit— as was pointed out in last year’s Kepoit — 
or until the banks are able to supplement their profit aom some other soui'ce, such as would arise if the 
Thrift and Credit Banks BiU, which has so far failed to reach the Statute Book, became law. This continues 
to he the greatest need of the moment in regard to co-operative credit.” 


Continuous failure of large number of Societies to furnish the Statutory Annual Return. 
296. In the year 1910 there was again a further large decline in the number of Credit 
Societies furnishing their statutory Returns to the Registrar of Friendly Societies, only 163 
Societies doing so out of 237 on the I.A.O.S. books. This continuous and increasing 
failure of a large number of Credit Societies each year to furnish their Statutory 
Return to the Registrar is one of the most unsatisfactory features of the movement. The 
total nominal membership recorded showed an increase of 750 in spite of there being a 
decrease of 7 Societies. There was an ihcrea'se of £l,389 in the deposits of the Societies, 
the total deposits exceeding £25,000 (in 104 out of 237 Societies), but the total capital of 
the Societies showed a decrease of about £600, owing mainly to repayments of State 
advances. 

Proposal to give trading powers to Credit Societies. 

296. Special attention was drawn in the Report for 1911 to a change in the Rules of 
the Co-operative Agricultural Societies : — 

” A new departure in. agricultural credit is the incorporation in the rules of the co-operative 
agricultural societies of rules drawn up originally for credit societies only. It has long been felt that the 
very narrow margin of profit possible to most credit societies should be supplemented from some other 
somce A very natural source would be the trading profits arising from co-operative purchase and sale, 
but pending the passing of Lord Shaftesbury’s excellent Thrift and Credit Banks BiU~-whieh is going 
through the Committee of the House of Lords whilst this report goes to press— credit societies have no legal 
powers allowing them to trade. This being so, it is hoped that some of the trading societies may make use 
of the newly drafted rules enabling them to add a banking branch to their busipeM, and so bring within 
the reach of their members the advantages of co-operative credit.’’ 

The various eoDsidetatioiis fox and against the proposal that Credit Societies in Ireland 
should be given trading powers are fully dealt with by your Committee elsewhere. 


Report made by Inspector of Department of AgricuHure on 103 Credit Societies. 

297 During the year 1910, Mr. Mennell, who is an Associate of the Institute of Chartered 
Accountants a?d an officer of the Department of Agriculture, visited and reported upon 
103 Credit Societies which at the time held loans from the Department shall have 
occasion to refer to Mr. MenneU’s Report, and hi.s evidence before us, m the Section dea,ling 
with advances by the State to the co-operative credit movement ; 
indicate here that of the 103 Societies, 22 (or little more than one-fifth) were returned by 
him as satisfactory, 36 as fair, and 45 as unsatisfactory. 

Tabdlab Summary os Fiodbbs os Co-oseeativb Ceemt Movement in Ieelanb. 

298. We have endeavoured in the foregou^ paragrapl^ 
as possible, the salient facts in the progress of the co-operative ^e /which ceased its 

from the foundation in 1894 of &e first Credit Society at Doneraile (which ceased its 

operations a short time ago) to the year 1910. 

We insert here a Table in which wiU to fojyd hill tomato 

year of the movement since its commencement. This Table has I 

Annual Reports of the I.A.O.S., and from figures 

of Friendly Lcicties, the Department of Agriculture and in 

Congested Districts Board. The facts have not, therefore, been previoiisly av 
this collated form. 8' 


See paras. 
460-477. 


See paras. 512-5. 


See paras. 
460-477 


See paras. 
685-578. 
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The latest figures published by the I.A.O.S. (iu their Report for the year ended 
30th June, 1912) are those for the year ended 31st December, 1911. It seems probable 
that little material change has taken place in the figures of the movement in the interval 
of time wMch has since elapsed ; we therefore think it desirable to deal with them in 
some detail. 

Existence of a considerable number of merely “ skeleton ” Credit Societies. 

299. From the figures in the Table given opposite it will be seen that on the 31st 
December, 1911, the number of Credit Societies included in the I.A.O.S. Report was 236. 

Of this number, however, 43 (or almost one-fifth of the total) were recorded as having 
ceased to exist or as having not yet commenced operations. Of the remaining 193, 1^ 
furnished figures to the I.A.O.S., while only 137 fiimished their Annual Returns to the 
i^gistrar of Friendly Societies ; this being a decrease of 56 in the number of Societies thus 
complying with the Statute as compared with the year 1905, when 193 Societies sent in 
Returns. 

In 1911 there were 308 Credit Societies on the books of the Registrar of Friendly 
Societies for Ireland, who informed us that there was sufficient evidence to satisfy 
him that at least 106 of these 308 Societies did no business whatever during the year 1911. 

This large number of merely “ skeleton” Societies is, in your Committee's opinion, a very 
serious defect in the organisation of the movement. We note that during the five years 
ending in 1911, the I.A.O.S. reported 50 Societies as having ceased to exist. 

In our opinion, 176* would represent, at the outside, the number of Credit Societies 
now in actual operation in Ireland, many even of these being in a ’State of stagnation. 

Increase in total deposits, but smaller nwmher of Societies possessing deposits. 

300. In spite of the decrease of Societies reported as in actual operation from 217 in 
1910 to 193 in 1911, the deposits continued to show an increase, and reached £27,290, the 
highest point attained since the commencement of the movement. | As will be seen later 

when we deal specifically with the question of deposits, the surest sign of the stability of a See paraa. 
Society and of the confidence reposed in it is the steady growth of its deposits. So far, 369-388. 
therefore, the fact that the deposits in the Societies have more than doubled within the 
past seven years is an indication of progress. 

But a closer study reveals a rather striking fact. From an analysis of the figures given 
in the I.A.O.S. Reports, it appears that in 1905 deposits to the extent of £12,710 were held 
by 102 Societies ; yet in 1911, when the deposits had reached their maximum of £27,290, 
this amount — which was more than double that of the deposits in the former year — was held 
by a smaller number of Societies, i.e., 98. The increase, therefore, was due almost entirely 
to the further accumulation of deposits in some of the Societies already receiving them, 
and not to a larger number of Societies attracting depositors — a fact to be much regretted 
in the interests of the movement as a whole. In some Societies deposits have been 
refused, owing to the capital being sufficient to meet the credit requirements of the 
district ; but Societies in this position form only a very small proportion, we believe, of 
the total number. ' 


Mejnbership, State Advances, and Eoans made to Members in 1911. 

301. The nominal membership of Credit Societies for the year 1911 was 19,505, the 
highest recorded in the history of the movement, being almost 6,500 meater than m the year 
1905, when the number of Societies furnishing Returns to the I.A.O.S. vras larger by 30. it 
is thus clear that the advance in recent years both in_ deposits and m membership has 
been wholly confined to a certain proportion of existing Societies, '^bose progre^ has 
more than counterbalanced the want of success in other Societies, and the decrease m the 
number of Societies actually in operation. . 


The amount on loan from the Department of Agricultm-e and 
Board in 1911 amounted to £l3,200 a decrease of £5,500 as compared with the ^uresot 
four years previously. We understand that this is mainly due to the fact a since 
year 1908 fresh advances from State funds to these Societies have almost, if not entirely. 


*On the Map facing p. 386 we have inserted the names of these 176 Societies. 

tPor the year 1912 the total deposits were, we understand, £30,468, held by 110 Societies. 


Printed image digitised by the University of Southampton Library Digitisation Unit 



See parae. 
663-565. 


130 DEPARTMENTAL COMMITTEE ON AGRICULTURAL CREDIT IN IRELAND.. 

ceased ; while outstanding loans to Societies have fallen, due and have been repaid ifi 
normal way to the Departments concerned, or been otherwise recovered. We shall 
in a separate Section with the advantages and disadvantages of State financial assistan 
.of this nature. 

The total number of loans granted by the Societies to members in 1911 amounted hi 
7,967, a decrease of 651 upon the previous year ; although the amount of these loans 
£56,055, showed an increase of £200. The total amount of loans granted to borrowers b ' 
the various Credit Societies in the 17 years ending 1911 amounted to almost £500 000 
a sum which, even allowing for mere renewals of loans, must have been productm o{ 
mucb benefi.t to many of the smaller agriculturists, especially in the poorer districts of 
the country. 


Paras. 277, 284. 


Paras. 288, 301. 


Paras. 289, 
293,296 2£ 
Table on p. 


Para. 301 ; als 
Table on p. 128. 


302. The following is a summary of the chief facts in the above outline of the histor? 
of the co-operative credit movement in Ireland : — ^ 

(а) Considering the difficulties in connection with the establishment of a movement 
of this nature, the progress made in the initial years in Ireland compares favourably with 
that attained in the early years in Germany, while on the other hand it falls far short 
of the remarkable progress made in other countries where co-operative credit has been 
first' initiated in comparatively recent years. 

(б) From the year 1898 onwards a considerable proportion of the funds of the Societies 

has been furnished by the State. In the year 1902, 58 per cent, of the funds came from 
this source. The proportion in the year 1911 had fallen to 24 per cent, as against 48 per 
cent, in deposits, a very considerable movement in the desirable direction of complete 
independence of State loans. ^ 

(c) Although the deposits of Societies increased from £12,710 in 1905 to £27,290 in 
1911, the number of Societies recorded as holding deposits has remained practically 
stationary during the same period. ^ 

) • also o ■ ^ increasingly large number oi Societies on the books of the Registrar of Priendly 

128. gocieties have failed to furnish their statutory Annual Returns. In the year 1911 171 
Societies out of 308 upon the Registrar’s books, and 56 Societies of the 193 returned by 
the l.A.U.b. as m operation, failed to do so. The existence of such large numbers of 
merely skeleton Societies is a serious defect, in the organisation of the movement. After 
care^l investigation, we believe that 176 would represent, at the outside, the number of 
Credit Societies now m actual operation in Ireland, and that even of these many are in a 
state of stagnation. 

(e) The I.A O.S haTo frequently had to call the attention of Societies to the undesirable 
habit of renewals of loams to borrowers, this breach of the Rules being probably the most 

potent cause of the unsatisfactory position of many Societies. 

(/) Asa result of an inspection made in the year 1910 by an officer of the Department 
of Agriculture of 103 Societies then holding loans from the Department, 22 Societies,™ 
ffiotory were returned as satisfactory, 36 a's fair, and 46 as unsatii- 

laroerf o* the movement in the year 1911 was reported as 19,606, tie 

I S as in On the other hand, the number of Societies returned by the 

1908, a 

£600 00o’^?L*t.eVT?v®™**u “ded 1911 amounted to about 

SSL oTverv^Ln T these credit facilities must have been 

especially in the poorer districts. Contrasted, 

throughout the roiin+rv +L ^ ^o^y of small farmers and agricultural labourers 

tS veL of co-operative, credit movement, after 

twenty years of orgamsation, is extremely limited. 
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Having completed the above outline of the progress and present position of the 
Co-operative Credit movement in Ireland, as shown by its published figures, we now 
proceed to deal with the erudence which we have received in regard to the system. We 
propose, as already indicated, to treat separately each of the more important branches of 
the subject, with the particular issues involved. In doing this we shall, under each 
heading, refer not only to the evidence furnished to us by witnesses in regard to Irish 
conditions, but also to the lessons of rural credit organisations in other countries, in so 
far as such seem to have a direct bearing upon the subject matter of our Inquiry. 


(6.) THE LIABILITY ATTACHED TO MEMBERSHIP OE CO-OPERATIVE 
CREDIT SOCIETIES . 

One of the most important subjects which we have had to consider in connection 
mth co-operative credit in Ireland is that of the basis of unlimited liability of members upon 
which the existing Credit Societies are formed,* and the question as to whether the eontiaued 
adoption of this principle, or that of Hmited liability, or a combination of both systems, 
seems to offer the greatest prospect of success in this country. 


Types op Liability m Continental Credit Societies. 


303. The whole history of the origin and growth of the various tjqies of liability 
adopted by co-operative credit institutions upon the Continent and elsewhere has been 
very fully dealt with by several writers upon the subject. The more important of these see pp. ,^87-3(io. 
works in English are included in the Bibliography published with our Report. 

Grenerally speaking, there are on the Continent two main divisions of Credit Societies ; 
one based on the principle of considerable share capital, combined with either “ unlimited 
or “ limited ” liability ; while the other is founded on tlie principle of “ unlimited ” liability 
rather than upon shares. Under the latter system the shares are of a comparatively 
small amount. In both cases, the new form of financial security introduced by the 
promoters of the movement lay in the collective liability of the members of the Credit 
Society for all obligations incurred by the Society. Another, but relatively unimportant, 
system is that of unlimited contributory liability. 


Limited Liability Societies. 


304. The former system, based on share-capital, and associated chiefly with the 
names of Schulze -Delitzsch in Germany and Luzzatti in Italy,_is, generally speakmg, 
found on the Continent in the majority of Credit Societies operating in towns and urban 
areas ; members of these Societies are, to a large extent, artisans, small tradesmen, &c., 
with, however, as we shaU see, a considerable proportion of agriculturists m many ^s^. P«a. sii. 
This type of Society came into existence at about the same time as the rcral Credit 
Societies of the Raifieisen system. Until limited liability became legahsed in Ger^ny in 

1889 , both systemshadperforcetoadopttheunlimitedliabilityprmciple. AU Credit Societies 

affiliated to the Raiffeisen Federation are constituted on the unhmited liabihty basis. 


In Germany, where Societies of both types have had their greatest development, a 
member of a limited liability Society undertakes, over and above his habihty to pay m 
full, if called upon, the nominal value of his share or shares, a liability to pay m adffition 
a fixed sum on each share held. The amount of this fixed sum, as well as ^e maximum 
number of shares which a single member can hold, must be decided upon at t e cma on 
of the Society by a general meeting of the members, and must be set forth m the lep™ 
Articles of Association. In addition, the amount, and any change m the amoun , m 
be duly published, and no increase can be legally made without Pf 
fourths of the members present at a general meeting. Ho member can take up an 
share until his previous share or shares have been fully paid up. 

305. If the nominal value of a share be £1. with an additional liability, “y- f 

person who took up five shares would not only be liable for £5 in respec o e , 

but would undertake a further liability of £26. " By a very important provision m the Act, 


•The only Oiedit Society in Ireland n-mkine upon the basis of limited liabiKty is that at BalKndaggiu. Co. 
Wexford {see paras. 339-40). T 
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the actual liability of members is, in efiect, considerably reduced. , When, apart from ans- 
pension of payment, the indebtedness of a Society is disclosed in the balance sheet at 25 
per cent, of the collective liability assumed by members in respect of their holdings in 
shares, the Committee of Management must move the Court for the commencement of pro- 
ceedings in liquidation ; in other words, one-fourth of the liability undertaken is risked b 
normal cases of default.”* In the event of a Society’s bankruptcy, no contribution can be 
claimed from a member beyond the liability attached to his share or shares, and contribu- 
tions must be levied on all the members proportionately to their share holdings, unless 
the Articles have adopted another principle for allocating such contributions.f 


Unlimited Liability Societies. 

306. The second t^e of Credit Society, distinguished mainly by the absence of any 
considerable share capital, and by unlimited liability, is chiefly associated with the names 
of Eaifleisen in Germany and of WooUemborg in Italy. These Societies usually operate 
in rural districts amongst small holders of land, the sta'^s of all the members being generally 
much on the same level. In Germany the members of these Societies, in addition to 
their liabihty to pay in full the nominal value of their shares — shares being obligatory 
under the German law — ^undertake direct liability for the engagements of the Society, 
and to its creditors, to the extent of the whole of their property. This unlimited liability 
i.s individual and collective, any deficit in the case of a Society’s bankruptcy being recover- 
able by means of a per capita levy upon the members. But proceedings by creditors 
against individual members are, under the Co-operative Societies Act, permissible only 
when, after the lapse of three months from the date on which the contributory claim on 
members is declared executable, such claims have not been satisfied. Should, however 
judgment be obtained after this period by a creditor against any member, the latter retains 
his right to sue the Society for the amount he has been forced to pay ; if his claims are not 
duly met by the Society, he may then take action against any other solvent member or 
members.} 

As already pointed out, in both the limited and unlimited systems the underlying idea 
is that a number of persons who would individually find it difficult or impossible to find 
credit may do so with comparative readiness and safety by making themselves jointly and 
severally re.sponsibIe for repayment, by means of a collective guarantee Ijased on personal 
security. 

Unlimited Contribvtory Liability. 


unlimited habihty, introduced into Germany by the act of 1889, 
IS turned Unhmi^ Contribvtory l^hilU^ It differs from that of ordinary unlimited 
Jjabihty only m the fact that, while in the case of the banlcruptcy of a Society uer capila 
contributions may be levied, no direct proceedings against single members can be taken 
by cr^itors whereas if an ordinary unlimited Hability Society becomes bankrupt, the 
property of individual members may. after three months, be individually attached hy 
unsa isiec creditor. The possibility of such lengthened and tedious procedure for 
e^orcement of claims being obviously not calculated to improve the credit of Societies, 
the disinclination to adopt this form of liabihty may be readdy understood.”* 

1 / proceed to consider the apparent advantages and disadvantages of the princi- 

nifr liabihty, respectively, in co-operative credit, and to' state 

° “ based both apon the verbal evidence which we have received dmmg 

pe n experience of other countries. No greater error, however, 

svstem is with economic questions than to argue that because a certain 

■mth fair omsn p+ conditions of one country, it may therefore be transplanted 

tT tah^^ 1 is. ™ believe, especiaUy neissaiy 

Sliabihy ^ thepLicnkr problem 

Limited Lmbility not legal in Germany until 1889. 

mind^tha/at'th?timr*^!l limited ». unlimited liability it must be borne in 

fori4iu bis fci rred?ta^ bis great work m Germany in 1860, bj 

0 nmig his first Credit A ssociation, the prmciple of bmited Eahility was then not known- 

Report. erman Co operaiive Soaieties Act on pp, 2-19 of Appendices to above-meutioiied 

tGerman Co-operative Societies Act, Secs. 119-125. 

in Europe.” ^^ority simply because they have worked 

Europe; Senate Docut4^, ^2^1, :L^ 9 u, “ AgritMltural Co-operation and Rwal Credit in 
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not even in England — nor was it recognised in Grermany till the year 18S9 (six years after 
Schulze’s death), when the new German law removed the previous necessity of unlimited 
liability for Co-operative Societies, and allowed instead an option between the three different 
types already described. However, both Schulze and his followers made it clear that 
in their opinion the question of the nature of the liability to be adopted involved no point 
of principle. In 1894 the Schulze Cor^ess passed a resolution favourir^ limited liability, 
and in 1896 formally declared Societies formed on this basis to be eligible as members 
of the lJnion.* The present leader of the Schulze-Delitzsoh Federation ” holds that the 
question of the superiority of unlimited over limited liability may not be determined 
absolutely ; that it depends upon conditions prevailing in particular places, but that, in 
the first instance, until a Society has reached a certain degree of development, unlimited 
liability is in general to be preferred.”! 


Tendency to emphasise unduly the advantages of Unlimited Liability in 
Co-operative Credit. 

309. We believe that in Ireland, as elsewhere, there has been from the beginning of 
the movement a very decided tendency to emphasise imduly the advantages of unlimited 
liability for rural Credit Societies, as against limited liability. Various criticisms of this 
tendency have from time to time appeared. For instance, Mr. Wolff speaking at a 
meeting of the Surveyors’ Institute in 1910, after the reading of a paper on Agricultural 
Credit by Mr. R. M. D. Sanders, f said that he was sorry to see tliat the speaker — 

“ intentionally or unintentionally, appeared to lend countenance to the very heretical supposition unfortu- 
nately favoured in this country, that the Raiffeisen banka were the only t}’pe of banks qualified to prove 
of sei-vice to agiicultui-e, and that the far more richly endowed and more active and business-like Schulze 
and Luzzatti banks were purely ' town banks.’ That was a great mistake. The Schulze and Luzzatti 
banks had advanced, and still advanced, very materially larger sums to agriculture than the far more 
numerous but incomparably smaller village banks of the Raiffeisen and Woollemborg type. The peculiar 
distinction and distinctive glory of the Raiffeisen banks was that they eonld stoop down to tiie lowest 
gi-ade of the social or economic scale, and come to the relief of the very poorest. But they were not 
at all adapted to the cases of our own medium and larger farmere. To such they could bring the desired 
help only by means of banks of the Schulze or Luzzatti type. Unlimited liability— retained m a steadiiy 
declining degi'ee in Germany, avowedly as a Geman tradition — was not by any means mdisp^Mble to 
them. Limited liability had been made permissible in Germany . . . only in 1889 ; and 

fi-om that date' forward the number of limited liability banks of the. Schulze-Dehtzsch type has kept slowly 
blit steadily increasing.”! 

Vieivs of Mo\ Henry W. Wolff on limited liability. 

310. IntbePreface to his Co-operative Credit Bank Handbook, farther empha- 
sises the mjurious results of this teudency to exaggerate the advantages of unlimited 
liability for the purposes of rural credit. 

“ A quite unwari’antable impression appears to have got abroad to the effect that Co-operative Bank^ 
wtt «nd limited liebiUty Me .pplica^le only to towm, end that lor ^ S^d makes 

of agricoltare only the peonliat eystem can come into account which di.penees with shales and makes 

Ve?Sd not he a greater mistake. And were the impression to become general, serious prejudice 
In'tS ^^iSMld-upation have nothing whatever- to do with .‘Je aistii.^iom Indemi «.e 

SS"the‘ - -- 

IT. StTd rSrt t£'t= 5 TS'SSS 

to he done on a large scale. l| 

When asked at our sittings as to wtioh of the systems, unHmited or limited, he 
preferred for a rural country, Mr. Wolff replied : 

“ It depends entirely rrpon the oilcumstanoeSj^ fl^SfT.Tpeodetwe who “hsT Mt'go't 
without shares, with unlimited liability, is admirable for ^ tjie shai-e principle— coupled 

much capital. When you cometo larger farmers, I shoiUd greatly prefer tlie snai-e prinup ^ 

with limited liability, of course.” 


•See e.g., People’s Banks (H. 'W. Wolff), p. 85. 

iReport on AgricuUural Credit and Co-operaUon %n Germany, )?. 83. j 02 _g_ 

JFo? Mr. SaSer’s evidence during present Inqui^, see Minutes of Evidence, pp. 

§See Transactions oj Surveyors’ Inslitutton, December, IJIU. pp. .'U-i. 

||/» loco dt., p. xi. 


T 2 
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We observe that since giving this evidence, Mr. Wolff, in a letter to the Irish Horne, 
stead of December, 1912, wrote — 

111 my ignorance of local circumstances — which must, of course, in any case govern the case—I 
argued on the assumption that the men to be benefited are in circui^tances in^ wliich no other me^ug 
providing the requisite adequate securities are practicable except unUmited liabiUty. It is in such cases 
that unlimited liability, in the Raiffeisen apphcatiou, is resorted to. Bub now you talk of the men ag 
‘ faimers with farms, either bought out or in which they have a substantial interest,’ worth probably a 
great deal more than in an emergency they are likely to be called, upon to make good. That, indeed, does 
not fully meet my point. For it is one thing to have assets in a locked-up form and another to hold 
them in a liquid form, such ^ creditors look for . But why, if your people are so 

substantial, object to shares of a fair value to be gradually paid up ? That would place you financially 
on a difiereht footing altogether, with far greater freedom of action, while leaving you full liberty to adopt 
the Raiffeisen, that is the co-operative spirit in practice. Speaking with diffidence and not knosring 
the local circumstances, I should say that youre is indeed a case for limited liability societies under the 
Industrial and Provident Societies Act, taking Banking powers, which involves non-withdrawable shams.” 


Increasing number of Limited Liability Credit Societies on the Coiitinent. 


311. Since 1896 the number of limited liability Societies has steadily increased iu 
Germany. It appears that in 1911, out of a total of 952 Schulze Societies, 385, or over 
40 per cent, were based on this principle. The following figures,* showing the occupations 
of the membership of the Schulze-Delitzsoh Societies in Germany in the year 1912, are 
of interest : — 


Percentage. 


Independent agriculturists (farmers, &xi.) . ... ... 26*61 

Wage-earning agriculturists (labourers, &c.) ... ... 2*42 

Artisans ... ... ... ... 22*80 

Merchants, Manufacturers, &c. ... ... ... 19*00 

Workmen, apprentices and wage-earners generally ... 11*30 

Professional men, Civil Servant, Clerks, etc. ... ... 9*09 

Persons living on pensions or possessing independent means 8 • 78 


100-00 

It will be seen that although these Schulze Societies were mainly devised to suit tlie 
needs and economic character of dwellers in the towns, yet they have been largely utilised 
by the agricultural classes ; in fact, the single class most largely represented in the member- 
ship is that of independent agriculturists, holding small or medium sized farms. 

In regard to co-operative agricultural credit in Austria-Hungary, it appears that “ at 
&st in the Schulze-Delitzsch Banks unlimited liability was the rule, but from 1882 onwards 
this was less and less frequently adopted, and now new banks are founded almost exclusively 
with hmited liability. In 1912 there were 2,996 banks with limited liability, and 603 
with unhmited Hability.”j- 

Sir A. Nicholson writing in 1895 of the Schulze Societies and the principle 
of unlimi ted liability, said : — “ It is doubtful if this sohdarity is essential to success. In 
Austria it is not compulsory, and only half the Societies have adopted it ; in Italy, whei'e 
the success approaches that of Germany, it is practically unknown in the Popular Banks.”! 


LiabiUty in excess of share liability. 

312. Another point to be borne in mind is that limited liability on the Continent does 
not necessarily imply, as it does m Great Britain, liability limited to the actual value of 
the shares taken iip. In some Societies the liability incurred by a member rises to two, 
share. In Saxony and in Pomerania, where 76 per 
cent, of the hmited habihty Societies of Germany are found, the liability is 40 and 42 
times tlm value of the share, respectively. In Saxony the share is 5s. with a Uabihty of 
£10, and m Pomerania, 6s. with £12 10s. liability. 

a sliare capital as possible with the 
object not only of ensuring large credit for his banks, but also of inducing each member 
His Societies have, acoordicgly, been aptly termed 
T i advised shares o£ £20. £30. and £50 in amount ; bat 

these large shares have been found at times to possess several disadvantages. 


49*“ Co-ojmatiix Credit SytUms, (Eome, 1913), p. 28. 

tEepon regarding the possMi, imrodaeing Land and AgricuUmal Banks into the Madras Presidenel 
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* Unlilce the Eaiifeisen. Societies the Schulze-Delitzsch Societies have a rathei extended 
aiea of operations ; they accumulate a fairly large amount of capital, and distribute 
comparatively high dividends ; their management is paid ; and in many ways they resemble 
ordinary banking business concerns. 

Share liability in France anid Italy. 

313. In France and Italy the shares issued are usually small, ranging from £4 down 
to a few shillings, but averaging about £i or £2. These shares have usually to be paid 
up in ten equal monthly instalments. In France the law allows the utmost possible 
latitude to the Societies in deciding by their rules the nature and extent of the 
liability of the members. In the majority of cases the Societies have decided that the 
members shall be liable up to the amount of the shares subscribed. Some have adopted 
a wider liability, either the unlimited liability of all the members, or the unlimited liability 
of a certain number of the members (as, for instance, the members of the Committee of 
Management), or a liability amounting to from two to four times the nominal value of 
the shares. 

The basis of liability in the Luzzatti Popular Banks of Italy is thus referred to by Mr. 
C. R. Fay . r • , r, r i 

■' The liability of the shareholdei's is limited. Ufllimited liability was a kind of fetish to bchulze- 
Delitzsch, the sine qua non of all co-operation. Luzzatti had the genius to see that, though suited to 
the Germans, who had been accustomed to it since the establishment of Laud Banks with unlimited 
liability and compulsory membership by Royal decree in the middle of the 18th Century, it was alien 
to Italy, where organised cre^b was unknown and where there were greater extremes 
of rich and poor who could not have been induced to co-operate on a basis of unlimited 
hability. The Itahan Banks were saved from the doom pronounced by Schul^-Dehtzscb on any other 
than an association of unlimited liability, namely, an impossibility of cpn^anding outside credit, by the 
i-eadiness by which the communal savings banks and the Friendly Societies recogmsed them as a secme 
investment for their funds. The shares in Italy are smaller than in Germany, averaging 40 lire, but 
they must be paid up within a time limit, usually ten months.’ 

Reasons for preponderance op unlimited liability in German Credit 
Societies. 

314 About 92 per cent, of tbe rural Credit Societies of Germany have adopted tlie 
principle of unHmited liabiHty. This great preponderance is undoubtedly due m some 
degree to tbe fact already mentioned that until so recently as tbe year 1889 bmited liabmty 
was not possible under German law, while tbe movement for the formation of Co-operative 
Credit Societies bad been initiated by Raifieisen and Scbuize-Delitzsch forty yearn betere. 
It was natural, therefore, in view of tbe legal position, and of the considerable start ^us 
given to tbe unlimited liability system, that progress should continue upon tbe iiaes thus 

estabbsbed. , . , , ^ 

But this reason alone would not suffice, we think, to explain the large preponderance 
of tbe unlimited form in Germany. Tbe advantages of the unbimted prmciple are 
succinctly set forth in tbe following paragraphs of Mr. CabiU s ^^eport . 

“ By ofiei-iug as security for its engagements the full amount of the property 

dSrs di e.ceed wh.t „d.. 

““ cc»ide«H, over 90 per cep. o< Jo- ■» 

of deposits from memijers and non-members and advances from their oen ^ secured Tile 

tesonJces may not be obtainable, if their eventual lecoveiy dees not 

management and supervision on the part of the organs of adniiniste ^ equality of the 

more careful, i.hen there is ttc co»clousness of uuhm.ted habihty Whil. ^ „£ 

members as members is emphasised^— each member may leg y ? ^ ^ ^ perhaps for them 

the more substantial is kept mote alert by tbe knowledge that not merely a nsecl, ana pec i 

not a vitally large amount, but their whole possessions aie involved. ^ 

Id regard to the much -debated question of the risks attached to the unlimited prmcip e. 

the Report goes on to say : — . ..ffiUatan,! tn the Schulze-Delitzsch 

"While for members of large urban societees such as are little risk of members incurring 

Federation, unlimited liability may pre^sent certain area is hmited to at most a few 

great loss by reason of unhmited liability in a rural Credit Society, its area is mniieu 


•See Co-oferation at Hemve and Abroad, p. 65. 
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parishes ; the members are acquainted with tlie general character and circumstances of their fellcn^ 
members ; supplementary working capital to a moderate amount is mainly advanced on the secuiitv i 
promissory notes backed by sureties on mortgages, or on deposit of first class securities, so that if tu 
bon-ower proves insolvent the loan u well covered ; the collective knowledge possessed by the Commits 
of Management and the Board of Supervision and their collective surveillance are not likely to prove at 
faixlt. 

“ There is no incentive to undertake speculative or risky business— speculative business is, in 
expressly forbidden by the i-ules of the majority of Societies — ^with a view to large profits, dividends 
being either not paid at all or bemg at the most quite small, and working expenses inconsiderable, The 
Committee and the Board are, in the first instance, legally responsible to the Society to the full extent 
of their property when losses occur as the result of their not exercising the ‘ prudence of ordinary business 
men ’ to the afiairs of the Society ; and finally, there is the further safeguard of the audit which must 
be carried out as least once within every two years.”* 

Stability of both forms of Credit Soci^ies in Germa/ny. 

315. The remarkable financial stability of Co-operative Credit Societies of both types 
of liabiKty may be seen from the fact that in the years 1909 and 1910, out of over 15 OOO 
Societies then in existence in Germany, no rural Credit Society with unlimited liability 
and only three with limited liability became bankrupt. A German authority comput^ 
that failures between the years 1895 and 1906 were proportionately fifty-five times more 
frequent in Germany among private credit institutions than among the rural Credit 
Soeieties.f 

In spite of the great prominence on the Continent of the unlimited liability type of 
rural Credit Society, the limited liability basis has, as we have shown, in several countries 
made of recent years very considerable progress ; while writers on the subject have also 
frequently questioned the applicability of the unlimited system to the economic and social 
conditions existing in the greater portion of the British Isles, where agriculturists of varying 
status are usually to be found in the same district. Again, the principle of limited habihty 
has become so widespread and popular, and indeed obligatory, in business and commercial 
concerns m this country since the passing of the Limited Liability Acts that tlie unlimited 
pnnciple is viewed by many with some hesitation, and often' with alarm. 

Your Comrmttee have_ therefore paid considerable attention to those cases where 
the principle of limited liability has been adopted for the purposes of rural C'redit Societies 
in other countries, and the reasons in each case for its selection. 


Prepondermice of Limited IdahiUty Societies in Saxony and Pomerania. 

impossMity of laying down fixed rules on this question of liability 
without taking into account varying local conditions, even in the same country, it may 
Piovmces of Saxony and Pomerania, unlike the rest of Germany, have 
740^, i s principle of limited liability for Credit Societies. Thus out of 

S 308 ti Principle, and in Pomerania 369 out 

h ifited Stv Anhalt, 32 out of S3 Societies favour 

™ instructive, more especiaUy as 
Sm to explain the 

ranks of C Sld^' ™ i Societies m Ireland to attract members from the 

even if thev M Tt t T ®™ple would be very valuable, 

even it they did not personally require to become borrowers' 

Sooiedea emti^^S^Pmikn "* ‘here were but few rural Credit 

operative Credit Society was estaLH^tP,^ i \ 't province that the first Grennaii urban Co- 
ol such Sodeties lec^^ grown distrustful 

had b 7 their collapse invo“Trniv S t principles of Ichulze-Dclitsscli 

The burden of settling with creditors had fallen serious es^nt by reason of unlimited liability, 

assets were more tangible and not capable of si. -S land-holding raembei-s, whose 

movement did not, therefore show s^vns nf transfer to others. The rural co-operative 

succeeded in establishing by isOO a certain tinmbA^ the Raiffeisen Federation had 

“ It is noteworthy i Societies with unUmited liability. 

Credit Societies, that, while in most parts o? Ge^**™'* holders towards Co-operative 
in Saxony productive and supply Soemties Societies were the first to be established, 

of limited liability was fimt S posJble Sll? ^ct of 1889, the adoption 

on this basis. The movement for^tTii» ^ ®®®^®ties were then founded in Saxony 

the mistrust of the agricultural classes limit 4 ..^°lf=vr+ Societies followed about 1893. To overcome 
cash payments upon shares are the same for all societies with unUmited UabilitV 

more beevify upou Ube .urge, Ibuu rtllS C ““ 

P' ■ T 

Report, uuiuies m rtesse are referred to in paras. 406-9 and 430-1 of our 
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■' In Saxony lar^e, mediinn and small propei-ties are fairly evenly distributed ; and it was decided 
to adopt a jnethod that should take account of the actual circumstances of each member. The wealthier 
members were not to be bm’dened with liability for the benefit of those less well-to-do, or the latter for the 
default of the former, while the advantages were apportioned roughly according to liabilities midertakeu 
ami share capital paid up. Thus each member was obliged to take one .shave of five shillings for everr' 
shilling of supplementary land tax (payable upon estates oi over £300 assessed value) levied, and to under- 
take liability of £10 in respect of every share taken In order', however, to prevent members exceeding 
in the amourrt of their liability tlreii' actually realisable assets, a limit is set to the number of shares that 
may be held ; and the cr-edit accorfied to each nreurber is fixed on the basis of his liability,’’* 


Security afforded by Limited Liability Societies on the Contin&nt. 

317. The objection most frequently urged against limited liability by writers on the 
subject — and the same argument was used by some witnesses who appeared before us — 
was that under this system a Credit Society may not so easily be able to obtain deposits 
and other requisite working capital from outside soui-ces owing to a supposed diminution 
of the security offered by the Society in comparison with the security afforded by an 
organisation based upon the unlimited liability of all its members. Eegarding this point 
the above Report states : — 

“ The experience of Saxony and Pomerania has not shown that their Societies have suffered on this 
ground. In fact, this form of Uabihty constitutes in the circumetauees and as practised in these provinces 
a credit basis approximately equal to that of unlimited liability. The security represented by a Society 
with hmited liability in which membei-s are required to take up shares and liability in propo^on to their 
means represents au effective value closely approximating to that of a society with unlimited liability, 
lu these two provinces the economic situation of the bulk of the members stren^ens this effective value; 
in Saxony, which contains probably the most extensive consolidated area of rich agricultural land in 
Germany, the societies have attracted medium and larger landholders in considerable numbers ; and the 
Pomeranian Societies also include a noteworthj'" proportion of the more substantial inhabitants of tlieir 
districts. In both provinces the societies succeeded almost from the first in attracting considerable 
deposits. ’’f 

lu both Saxony and Pomerania it is usual to lend to a borrowing member up to three- 
fourths of his liability on his share or shares, on his own sole bill without sureties. 


Views of Dr. 0. Babe and Dr. Haas in regard to Limited Liability. 

318. Much useful information in regard to various aspects of rural credit is to be found 
in Llotes on AgricuUurol Co-operation and Co-operative Agricultural Credit in Geimany, 
by Mr. H. de F. Montgomery, d.l., which has been issued as a Bulletin by the Department 
of Agriculture. In this memorandum Mr. Montgomery inserts a portion of a letter 
received by him from Dr. 0. Rabe, on the question of limited liability Societies m Pinssiau 
Saxony. Dr. Rabe states ; — 

“ Limited liabiUty is the basis of the extension of the co-operative movement in the Prussian Proymioe 
of Saxony, not only as regards co-operative credit societies, but al^ productive co-operative societies. 
e.g., creamm-ies, distilleiies, starch factories, and co-operative societies for sale such as corn storage societies. 

“ Till the vear 1889 when the Co-operative Societies Act {Genosserucliajtsgesiz), made the establish- 
ment of co-operative societies with limited liability possible, the number of agricultural co-operative 
societies in thVprovince was very small, and would not have increased, as the numerous failmes of iiib^i 
loan banks, foimded on the basis of unlimited liabiUty, had scared the rm'al ^ 

co-onerative societies Raiffeisen, who founded the fii'st rural co-operative society on the Rhine iii the 
mid£e of the last century, had to do with more equal conditions ?f Fopc^y. • 
there is a mixture of large, medium, and small properties unhmited 
too heavy a burden on the man of property for the benefit of those of 

“ The view that unUmited liability eo ijiso confers greater authonty and credit on co-o^rative societies 
is not correct. For whai, does a co-operative society with 
ivle, only persons of small means have joined as mem^bers ? On the othei 

the liniitR nf wViat the society is ‘ good for ’ ai e clearly placed before the pubhc, and the credit ot tUe societj 

ioundslion. On tie othsJ land it becomes posstble ioi the fetd. In 

credit gmnted to individnel tetmere witlin sound hunt, ooiresponding tiyieed^^ of ™ 

Piussii tve have in onr taxation laws the condition precedent to the establishment oi a sound basis. * 

The late Dr. Haas pointed out that a very sabstontial 
Loan Banks of Germany were based on unlimited liabity die provinces of Truss 
Saxony and Pomerania forming the main exceptions. He added 
■The form of limited hability eHsting in Pr,i..i.n Sa«ny 


*Rej)ort on Agrieultural Credit and Co-operation in Gerviauy, pp. 84-5 
^Ibid, p. 85, . at., p. 34. 
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individual members. In tke Province of Saxony the obligation easts to take one abare and to guarantee 
200 marks for every 2,000 marks of property assessed for property tax. A smular result is attained 
in Pomerania by the rule that for every four marks income tax a member pays he is reqiored to taie 

one share and guarantee 250 marks. 

“ With such a distribution of guarantee habihty in exact accordance with the e^eut of the property 
and the paying capacity of each member, approximately great security and good credit has been attained 
by the co-operative societies as with unlimited liability.” 


Masons f<yf adoption of Limited LidbiUty in Pom&'cinia. 

319. The late Chairman of the Pomeranian Verband, Herr von Knebel-Doheritz.inliis 
introduction to the model rules for Pomeranian Co-operative Societies and Loan Banks, 
dwells upon the reasons for the adoption of limited liability in Pomerania. 

We take the following extracts from this preface : — 

“ This form (the unlimited) is to be recommended whei'e property is equally distributed, and whew a 
guarantee to the extent of the whole of it is required to obtain the necessary amount of credit. If these 
conditions are absent, one may and must work with the less risky foim of himted guarantee. The 
nature of this is that every member only gives a guarantee to the extent of a limited part of his possesaioiis 
of which he knows the exact amount when he joins ; and that while in the case of unlimited liability 
each member has one share, under our system he can acquire more than one, 

“ Accordingly, in Western Germany, where property is very widely and equally diffused, and where 
a widely developed co-operative movement existed before the law perrnitted any fonn other than unlimited 
liability, the system of unlimited liabihty was adopted. The distribution of property in Pomerania is 
quite different. Here we have large landowners, middling landownei’S, small landowuem, clergymen, 
schoolmasteis, officials, avtizans, labourei'S — extremely diverse magnitudes— -to be brought into the same 
credit society. Here, therefore, the conditions precedent for unlimited liability do not exist. Our 
societies founded on limited guarantee have never found any difficulty in obtaining all the credit they 
want. So, under such circumstances, we recommend the system of limited guarantee. Sucli a sptea 
would not be fair if a large landed proprietor only took one four-shilling share, like a labourer, and only 
guaranteed the same amount. So it is laid down in Section 37 of the mles that each member must 
take shares in proportion to his income tax.”t 


Detailed figures are then given showing what would be the losses which would fall 
upon a cottager, a yeoman farmer, and a large owner, in the event of the failure of a Credit 
Society under (a) the unlimited, and (b) the limited liability principle, and emphasis 
is laid upon the fact that under the limited system contributions are made in exact propor- 
tion to the means of the members. Herr von Knebel-Dbberitz proceeds : — 

“ Is it not juster and more Chi-istian imder conditions like those of Pomerania to work with limited 
guarantees ? As the law obliges liquidation to take place as soon as the debts of the society amount 
to 25 per cent, of the collective guarantees, only one-foui'th of anyone’s guarantee is really risked. The 
creditor of such a society is in the safest position possible, if the guaranteed amounts ai'e rationally fixed. 
In practice the question is tmimportant, as since 1847 no single co-operative credit society founded 
on Eaiffeisen principles has gone into liquidation ; nor in Pomerania, where we have been working under 
the limited guarantee system since 1888, has a guarantee been called upon in a single case. The ctoice 
of the form of guarantee is not a question of principle, but merely of expediency. So much dust has, 
however, been raised about it that the case in favour of our system must be stated. ”+ 


Report op Committee on Co-operative Credit in India. 

320. Another illustration from the experience of foreign countries in favour of allowirg 
as much latitude as possible in the selection of the basis of liability to be adopted by Credit 
Societies, so as to fit in with varying local conditions, is to be found in the important Report 
of the Comnaittee on the establishment of Co-operative Credit Societies in India, whicli 
was issued in 1903. This Committee was presided over by the Hon. Sir E. F. G. Law; 
the other members consisted of Sir F. A. Nicholson, c.i.e., &c., Member of the Board of 
Revenue in Madras (author of the famous Report on Co-operative Credit issued in 1896); 
Mr. J. B. Fuller, c.i.e., &c., Secretary to the Government of India in the Department of 
Revenue and Agriculture ; the Hon. Mr. J. Wilson, i.e.s.. Settlement Commissioner in the 
Murray, Manager of the Commercial Banl? of India, Calcutta ; 
and Mr. H. Dupernez, i.e.s., District Judge, Cawnpore. In their Report the Committee 
state : — 

_ We consider that hard and fast rules for the institution of Co -operative Credit Societies tbioughont 
naia cannot be laid down, since due regard must be paid to the local conditions and circumstances of the 
various provinces, wbch differ widely both among themselves, and from the conditions which prevail 
in kiuope. We have not, therefore, found it advisable to attempt to follow too closely the lines of any 
one of the various syste^ which have so successfully established themselves in Italy and Germany. Never- 
cneless we nold that it is possible to indicate in a general manner certain principles which should govern 
che organisation of all Co-operative Societies.” 


on Agno^tvral Co-oper^n and Co-operative Agricultural Credit in Germany, p. 39. 
pp. 41, 2. f/^pp. 42, 3. 
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“ On the question of limited vasiis unlimited liability, we consider that it is impossible to formulate 
any recommendation of a universal character. Limited liability might under some circumstances prove 
more attractive than unlimited liabiUty, but we recognise that in Sie historical development of credit 
the latter came first. . . •” 

“ We consider it desirable that, where the state of the country is sufficiently advanced, and where 
circumstances permit, Co-operative Credit associations should be founded on a share basis, but we recognise 
that the system of establishing a Co-operative Society withoutshaiesonabasisofjointliability only, might, 
in some localities and under some circumstances, be found more practicable. Thus we conclude tiiat 
the form of such Societies may be two-fold ; societies on a share basis, and with limited liability, and 
societies with unlimited liability and without shares. We are of opinion that, as a rule, the former will 
be found more suitable for urban, the latter for rural societies, but we see no reason why a Moiety originally 
founded on the latter basis shorild not eventuaDy bs converted into a society with limited lialoility on a 
share basis.’”* 

The Co-operative Societies Act, 1912, (India) which amended the law relating to 
Co-operative Societies in the whole of British India, followed the suggestion of this Eeport 
ia leaving the matter open, and made provision for the registration of Credit Societies 
both with or without limited liability. 

The American Farmerr and Unlimited Liability. 

321. We have not had the opportunity of knowing what final conclusions may have 
been arrived at in regard to the form of liability most suited to rural credit in America 
by the Agricultural Commission which recently visited Europe ; but in various 
publications which have appeared in fie United Stat^ expression has been given to the 
view that some form of limitation of liability would prove most suited to American condi- 
tions. For instance, in a document published last year at Washington entitled “ Haw 
we may grant short-time 'personal credit to the farmers of the United States it is stated : — 
“ The average American farmer will not accept the principle of unlimited liability, which 
is mutual endorsement of financial obligations. ... I predict that the share 
capital organisation with limited responsibihty will be preferred in America to the co- 
operative organisation with heavy mutual liability.”f 

In a recent article on Agricultural Credit in the United States, % Professor E.W. Kemrnerer, 
of the Princeton University, emphasizes the fact that in the United States “ conditio^ 
are so widely difierent in difierent sections of the country, and among different classes in 
the same section, that Co-operative Agricultural Credit Societies will need to be given 
a fairly free hand in such matters as limited or unlimited liabihty, the amormt of share 
capital, receipts of deposits, &c., so that they may adapt themselves to local needs. A 
reasonable amount of Government supervision on the part of the banking departments 
oi the States seems desirable.” 


Adoption of Limited Liahility in Canadian Credit Societies. 

322 Your Committee have, through the courtesy of M. Alphonse Desjardim, the well- 
known pioneer of the Co-operative Credit Movement in Quebec, obt^ed fuU inforniatiou 
in regard to the constitution and working of Credit Societies in that Province. Although 
in some respects these Credit Societies (now numbermg about 105) resemble the Raiffeisen 
Societies of the Continent, while operating chiefly in towns, they are founded upon the 
principle of limited liability. In reply to our question as to the reasons for the adoption 
of hmited liability. M. Desjardins gave as one reason, that the people of the Pro-^nee 
would never accept the unlimited principle, whatever safeguards might be provided, their 
education being quite opposed to such a principle. § 

The geneeal adoption of an unlimited liability basis eoe Co-opeeati\'e 
Cbbdit in England impeobablb. 

32S In England several factors contribute to render tbe success of propaganda m 
favo^ of unhmted liability Sooieties ^cult of aclnevenrent In ^ 
furnisbed to our Committee by Mr. I. Nugent Hams, Secretary to the Aguoultural 

“rSliJ i. not «adily appjeSnted m a conntty 

tmSby grSml ispractioally^miveiml in commem.1 ....de,t.kmga 

1913, pp. 11, 12. (Govemment fcmtmg 1*®“' 

tlmencan Ecoiwmic Review, December. 1912, P- 8®. 810- 

§See also La Caiise Fapalam (A, DeBjattas), Montreal, IJm. ^ 
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“ To meet this particular objection, model rules have recently been prepared for Credit SoQetiea in 
which tire liability ofmdividual members is limited either by guarantee or by ^are capital, and it willlje 
interesting to see whether this modification wiU be insti-umental m making Co-operative credit become 
more popular in England and "Wales. ... It has already been attempted to meet the requiremente 
of the holder by tbe formation of credit banks on the Raiffeisen principle, but it is recognised tkt 
in order to meet the want of credit of tiioae to whom the advajitages of & Raiffeisen bank are not 
sufficientiy extensive, credit banks of a larger type and based on liability Imuted by share capital ate 
urgently required.”* 

The following is an extract from the copyright rules issued by the Agricultural Organisa- 
tion Society, Westminster, for the use of Agricultural^ Co-operative Credit Societies, 
registered under the Friendly Societies’ Act, with liability limited by guarantee : 
member or past member shah be liable to pay in contributions or levies a larger total 
sum than five pounds, unless he has in writing agreed with the Society that he will be so 
liable for some greater specified amount, in which case his liabihty shall be limited to tbe 
amount so specified.” 

Rules Jor Limited Liability Credit Sodeb,es, issued by the Board oj Agriculture and 
Fisheries, Whitehall. 

324. The Board of Agriculture and Fisheries, Whitehall, have issued a revised set 
of Model Rules for Crecfit Societies based on limited habilit)^ and registered under tbe 
Industrial and Provident Societies- Acts. These Rules provide that “ no contributioa 
s ha ll be required from any individual exceeding the amount, if any, unpaid on the sharee 
in respect of which he is liable as a past or present member.” In an Expiauatory 
Memorandum which accompanied a previous issue of Rules the following passage occurs 

So far, in England and Wales, tbe efforts of the Agricultural Organisation Society and other bodies 
and persons, as regards the encouragement of Agricnltmal Co-operative Credit, have been confined to 
urging small holders and allotment holders to form societies based on tiie Raiffeisen principle of the unlimited 
liability of each and all of the members for the debts of the Society. These efforts have met with but 
little success, for at the end of 1912 there were in England and Wales only <35 Agricultural Credit 
Societies with 800 members, and a total turnover of £2,000 ; only 21 of these societies granted loans 
during the year, the number of loans being 110, and the total amount of loans £1,400. 

‘‘One of the chief reasons for the slow progress of the Co-operative Credit movement in this country 
appears to be that there is a strong objection among all classes to incurring an unlimited liability, and 
for this and other reasons it seems desirable to draw up a set of model rules for a credit society based on 
the more familiar principle of liability limited by shares.” 

The Memorandum went on to say : — 

“ Another reason why the Co-operative Credit movement has here been of slow growth is that generally 
endeavour has been confined to establishing such a society among a community of small holders and allot 
meut holders, while in this country such communities, sufficient in numbers to form a credit society within 
the restricted area which is necessary for its proper working, are comparatively rare, and the circumstaiioes 
of most English parishes are quite different from those of the countries, such as Germany, France, and 
India, where the Co-operative Credit movement has been most successful among bodies of owners and 
tenants of small boldings, living together in considerable ii-umbers. 

“ It seems desirable, therefore, while retaining tbe important principle of neighbomhood and know- 
le^e by the members of each other’s character, to extend the operations of a society to all classes resident 
within an orffinary rural parish, by leaving all five to take part in the working of the society, whetlci 
they are directly engaged in agiicultme or not.” 

In a letter wliicli appeared in the Times of the 22nd February, 1913, Lord Shaftesbury, 
Chairman of the Agricidtural Organisation Society of England and Wales, made the follow- 
ing reference to the question of limited versus unlimited liability, in dealing with the reasons 
for the hitherto slow progress of the co-operative credit movement in England. 

Joint and several liability of members forming a Co-operative Credit Society foi 
the whole of the loans and debts of the Society, the particular feature of the RaiSeisen 
syrtem, may be, and undoubtedly is, one cause. The idea of each member having to be 
^ble for the whole of the loan capital of the Society is, to a certain extent, a stumbling 
block in this county, although by no means so on the Continent of Europe or in Ireland, 
it, however, the principle borii in its essence and working were better understood it would, 
1 believe, be more readily accepted by agriculturists, and antagonism and opposition to 
it very much weakened.” 


Article in Journal of Imtitute of Bamkers ” advocating limitation of liability. 

325. In a recent article on Agricultural Credit Banks, by Mr. 0. R. Hobson, m.a., the 
"^^ter, m dea^g with the question of unlimited Hability for Credit Societies, states , 
Raiffeisen laid p-eat stress on this for two reasons — first because tie peasants with wbom fie had 
to deal were so poor that they were unable to subscribe even small shares, and their liability to the extent 

Eridence; also Annual Report oJ AgncuUuval Organisation Sooisty 
(England and Wales) for Nme Months ended Match 31st, 1913, pp. 65, 66, 69; 70. 


Printed image digitised by the University of Southampton Library Digitisation Unit 


LIABILITY OF MEMBERS IN CREDIT SOCIETIES. 


141 


of their property, repi-eseuting in most cases little more than the ‘ equity of redemption ’ of their heavily 
mortgaged farms, was therefore the only asset on which to raise the necrasary capita! ; and, secondly, 
because by this means he hoped to instil into them a fit sense of responsibihty and caution. 

“ Undoubtedly in the circumstances in which he found himself Raiffeisen was right. But it is bv 
no means so cei-tain that the English co-operators are right in following him in this respect. The German 
farmer’s, among whom Raiffeisen worked, were so deeply involved in debt already that they had no hesita- 
tion in pledging the little that was left to them in i-etm-n for the chance of fi-eeing themselves from the 
clutches of the money-lender. The English farmer, on the other hand, is comparatively rmversed in credit 
dealings, and for that reason the more afraid of unlimited hability. Evidence is not lacking to support 
the view that men who have kept free from debt ai-e apt, however poor they are, to shrink from maVin^ 
themselves liable without limit, however dazzling the prospect of gain may be. 

“ It would, therefore, seem not improbable that a system of limited liabihby banks with partly paid- 
up shai’es would have the best chance of success in England. This arrangement would have the advantage 
of giving the bank a small capital to begin with, while there is no reason why the uncalled portion of tlie 
capital should not be sufficient security upon which to borrow.”* 

Report of Land Enquiry Committee. 

326. In the Report of the Land Enquiry Committee (1913) the following opinion is 
quoted as that of one possessing a very wide experience for many years of Co-operative 
and Agricultural Banking : — “ No fabric in any sense of the word comprehensive can 
ever be built up in this country on the basis of ‘ unlimited liability.’ The man who has 
much to lose, however anxious he may be to secure an advance, will not incur unlimited 
liability for the debts of a society some of whose members have little to lose ; and the 
logical result is that, if formed at all, groups will be formed among the better-to-do on 
the one hand, and among those who have little or nothing on the other hand. 

“ It is obvious that the latter class of group has little prospect of satisfying the Banks’ 
requirements, and yet this is the very class whose demands for financial assistance are 
the most pressing. It is, in the writer’s opinion, upon the basis of ' limited liability ’ 
alone that any comprehensive scheme of Agricultural Credit in this country can be 
evolved.”t 

Objection to Unlimited Liability m Scadand. 

327. We observe that the recent American Agricultural Commission were informed 
by the President of the Scottish Agricultural Organisation Society that the formation of 
Credit Societies in Scotland had been retarded not only by the credit suppli^ by the Joint 
Stock Banks even to small agriculturists, but that “ an additional cause of delay is perhaps 
to he found in the fact that hitherto Credit Societies have only been proposed _ on_ the 
Raiffeisen principle, with unlimited liability of their members. Unlimited liability is an 
unpopular arrangement, and better success may perhaps be looked for in the case of Banks 
whose members undertake definitely restricted liabilities.” J 


The question of the farm of Liability one of expediency rather than oj j»-ineiple. 

328. In that portion of his Report dealing with the forms of liability, Mr. J. R. Cahill 
thus summarises the question ; — n,. u 

“ Tbe adoption of unlimited liability is not a matter of principle but of expediency, it may well 
be the case in England Uiat unlimited liability, having been long abandoned, in business, may appear so 
far reaching in its possible consequences that to secui'e its general adoption might present almost inoper- 
able diffioffities to^the extension of the co-operative movement. As already obsei-ved, the likelihood 
of ruTEd credit societies restricted to a narrow ai-ea and under condiUons of management and inspecUou 
such as are applied in Germany, invohdng their members in serious losses, is extremely remote ; but for 
practical purposes consideration might be extended to the prevaloit diamclmation m this respect. 

“ The essmtial point is that members should incur such habihty that, in rough proportion to their 
means and to their ufihsation of the seiwices of the society, their interest in its success, as wcU as an adeq^uate 
basis of credit for the society, should be secured. This object is attained under the system of limited 1 ares. 
liability in ^xouy and Pomerania.”§ 

The Bulletin on European Co-operative Credit Systems, issued by the Intexnatioml 
Institute of Agriculture, expresses the following general conclusion in regard to the selection 
of the form of liability for Credit Societies : — , ^ i + 

“ In introducing co-operative credit into any country or agrionlturai ffistriot where it haa 
previously practised; it is necessary to take the social and econonuo_ conations acqui t 

L inquired : Who are the persons for whom the credit facihties are intended ? Are the\ larg< farmers 


*Jow')ial oj the Institute of Bank&'S, June, 1912. 

■\T)ie jRepoi't of the Ltmd Enquiry Gomvi,iUee,Yo]- 1 ; „ 009 

XAgricullural Co-operation and Ew-al Credit in Europe (Senate Document tli), p. 
^Bieporl on Agricultural Credit and Co-opemfion in Germany, pp. 86-7. 
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or small cultivators ? Axe they proprietors of the laud they cultivate or onlv tenants ? Ai-e they jjj 
approamately upon the same social and financial level, or ai-e there \vide ditterences between themi 
Do they require the loans for long periods for mak i n g penn^ent improvements, or for shoit periods foi 
use as working capital ? Aie they accustomed to borrowmg for reproductive pmposes, or have they 
borrowed chieiy for stop-gap purposes ? Ai-e they already heavily uidebted . 

“ Upon, the answei's to these questions will depend, to a large extent, the forin of co-operative credit 
to be adopted. The most important consideration is wh^er the capital is reqmred by landowners Jot 
improving their property, or by fanners to carry on the ordinary opei^ions of cultivation. In the formei 
case the German Landschajlen famish a model which should not be difficult to ^apt to the circumstances 
of any other country. In the latter case the Raifieisen system, or some modification of it, is generahy 
the best, but, in advanced economic conditions, a modification of the less paternal Schulze-Delitzsci 
system might, perhaps, be adopted with advantage. . , , . , , 

“It is also important to enquire whether the persons for whom it is desired to provide credit facilities are 
approximately on the same social and financial level, or if there are wide difterencea between them. It 
cannot be expected, for example, that large fanners will generally be willing to join with small farmers ins 
society where the liability of the members is unlimited. ‘Where thei-e ai-e great differences of financial 
status, some limitation of the liability must be adopted in order that it may not press too heavily upon 
the more well-to-do members.”* 


Argument that unlimited liability is requisite to ensure careful management. 

329. One of the mflin arguments used against the principle of limited liability is that 
it may result in. carelessness of management. It is alleged that if a member is aware 
that in the event of the Society’s failure he is personally liable to lose only a limited and 
known sum, be will no longer interest himself as actively in the proper working of the 
Society, as he would if be were, through its failure, to incur the risk of losing an indefinite 
amount. Sir Horace Plunkett, we notice, put this aspect of the question in his evidence 
before the Select Committee of the House of Lords on the Thrift and Credit Banks BiO 
in 1910, as foDows : — 

“ Many years ago I used to organise these Societies, and at first, natm-ally, everyone shied at unlimited 
liability, but I found that the very moment one of these, poor people began to say ‘ If the worst comes 
to the worst, I will only lose so much,’ he was done. The attitude of mind must be ‘ Under no ciroumstanoes 
must any risk be run, I shall be ruined if it is.’ The moment you begin to say. ‘ Well, after all it 011 I 7 
costs us so much if the bank bui-sts,’ the bank wiU burst.”! 


Mr. J. Adams, Organiser under the I.A.O.S., informed us that be would much prefer 
wben organising Credit Societies to ask for unlimited iiabibty as against limited. In reply 
to a question as to whether members of Irish Credit Societies reahsed that their Iiabibty 
was unlimited, he said : — “ I think in many cases they do. Of course, that is a general 
question. 1 should say that some of them realise it and some may not.” This witness 
also gave it as his opinion that a hmited liability system would lessen tbe interest of the 
members in the working of the Society. 

We beheve that it is possible greatly to over-emphasise the effect of unlimited bability 
as a means of inducing proper management. The history of the large numbers of successfol 
hmited babiUty Credit Societies on the Continent do^ not point to any less care in the 
carrying on of these Societies than of those on the unlimited basis ; nor does the past 
management of many unlimited habihty Credit Societies in Ireland bear out the contention 
that this form of liability tends to ensure that the members will look closely after their 
own interests. 


Total UahiUty oj Credit Societies limited hy Resolviion. 

^ 330. It is the^ usual practice for the members at a General Meeting of a Credit Society 
to limit by resolution the borrowing powers of the Committee to a certain sum which can- 
not be exceeded without further authority being given by a General Meeting. J Thus if the 
limit be fixed at £500, no member would be personally liable for more than that sum. But 
the fact remains that each person joining is personally hable for the debts of the Society 
up to the limit fixed, which in the case of the great majority of the members is a responsi- 
bmty almost fully equivalent to unhmited liability, seeing that the total resources of most 
of the members would not amount, as a rule, to anything like so large a sum. 


Desirability of including fairly substantial Members in a Credit Society. 

.. , observe that Sir Horace Plunkett expresses the view that the unlimited 

habihty system is appHcable only where certain economic and social conditions exist. 

Ifc siould be noted that this fona of assodation for credit purposes, owing to its peculiar constitutioB, 
applies only to a grade of the comninnity whose members all hve on about the same scale and that a fairly 


oy tlK European Co-operative Credit Systems (Rome, 1913, pp. 70. 71). 

T^e p Conimittee oj the House of Lords on tne Thrift- md Credit Banks Bid (1910). A. 9 

.fRule VII. (A), Appendix 22 to Minutes of Evidence 
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low one. It is obvious tbat unlimited liability would lose its efficacy in developing the sense of responsi- 
bility if some membera of the association were so substantial that its creditors would mate them primarily 
responsible in the event of failure.”* 

He refers also to the difficulty of reconciling unlimited liability with the presence in 
.a Credit Society of large fanners as members. 

“It is very important to keep in very poor communities substantial men out of tbe Credit Societies, 
because obviously, virtue of the unlimited liability would be gone if there was even one really substantial 

member and ninety -nine ciphers in a Society of one hundred. At the same time it is very important 
if there is such a substantial man to have him in with the trade. His husiness advice is enormously 
valuable, and all classes of the community joining together in their trading transactions is an extremely 
good thing.”** 

332. On the other hand, Mr. H. W. WoIS in describing the work of the Raiffeisen 
Societies in India, and the drawbacks often attached to dividend-hunting ” in Societies 
possessing shares, says : — 

“ Registrars accordingly declaim, very naturally — but quite wrongly according to European notions — 
against allowing members that boiTow and members that do not boiTow, to continue aide by side in the 
same Society. "Why, that is the very thing that we want to bring about 1 That is why both Raiffeisen 
and M. Luzzatti distinctly plead for the admission of wealthy people into Societies by the side of poor. 
Where else is the money — or marketable liability — to come from readily ? ”t 

In describing the constitution of the Raiffeisen Societies in Germany, Mr. Wolff fui-ther 
•emphasises the great desirability of including better-off members in the Societies. 

The association is organised on entirely democratic lines. No difference of any sort is 
recognised between poor and rich, except that the better-to-do, bearing the bnmt of the 
liability, are by accepted understanding allowed also to take a leadii^ part in the adminis- 
tration. Both on the Committee . . . and on the Cormcii of Inspection . . . it is 
understood that the better -to-do members (without a sprinkling of whom Raiffeisen would, 
if possible, have no association formed) should be in a maiority.”J 

This view in favour of the mingling in Credit Societies of members of different status 
is also held by M. Maurice Dufourmantelle, who writes : — 

“ The rm-al credit bank must only lend to those agriculturists whose standing is of the highest and 
who would be sure to meet their liabilities. It would be well also that among the borrowers there should 
be large landed proprietors, as well as the owners of medium-sized and small properties ; this mingling 
can give nothing but good results from a social standpoint, and experience proves, moreover, that societies 
which giant only bans realize only small profits, and have some difficulty in concentrating a i-eserve 
fund of any importance.”! 

After careful consideration of all that can be urged for and agamst the inclusion in 
a Credit Society of fairly substantial members, such as me^um and large farmers, your 
Committee are of opinion that tbe balance of advantage is distinctly in favoiu’ of tbe 
inclusion of this class of member, when suitable persons are willing to join. We bebeve 
that tbe movement in Ireland would have made much more satisfactory progi’ess if a larger 
number of such members had from the beginning given tbeir useful aid. 


Eeluctahce of Owftess of Lafcd to undeetaxe unlimiteh liability. 

333. On the question of the relnotance of a substantial fai-mer to become a member of 
an unlimited liability Society where he would inevitably be a chief mark for the Society’s 
creditors, it was pointed out by some witnesses that such a farmer, although deolinmg 
to become an actual member, might become a depositor or outside guarantor, m which 
capacities he would be in a position to render useful assistance to the Society, without 
incurring any indefinite obligations. This course, we understand, _ has frequently been 
adopted by large farmers and other local residents. Although aid of this mture is 
undoubtedly beneficial, yet the Society loses the benefit of the presence and practical help 
of these persons as members, especially on the Committee, where their business knowledge 
and experience would in many instances prove exceedingly useful. 

The principle of limited liability has become so familiar in Great Britain and m Iceland, 
and has been so widely adopted in aU spheres of busmess and industry that it would be 
difficult, in your Committee’s opinion, to induce medium or large farmers to become members 


*Ireland in the New Centwy (1907), p. 198. 

**Re‘port of Sdect Committee of House of Lords on Thrift and Credit Banks Bdl, pp. oO-l. 

"^People’s Banks, p. 527. 

Slkl^on 0,-edit (tra«l.aon of), priuted at WatMogtoa as a Senate Doooment (Ho. 672), 

p. 26; 
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of Societies based on unlimited liability, although otherwise they might be quite wilW 
to join for the benefit of their neighbours._ There_ are doubtless some districts in Irel3 
especially in the West, where the economic conditions are more favourable than elsewhere 
for the success of unhmited liability Societies. A glance at the hlap of Irish Agricultural 
Credit Societies, published with our Report,* shows that the Raiffeisen Societies areasaiule 
much more numerous in the western counties than in any other districts. One obvious 
reason is that the need for special credit facilities is much greater in the poorer West than 
in the portions of the country better supplied with Joint Stock Banks. The ecouojuio 
condition of the small western farmers, particularly in the congested areas, has hi some 
respects resembled in the past that of the poverty-stricken peasants of Germany ainojw 
whom Raiffeisen first started his philanthropic work. Further, the rnembers of the ru3 
classes are in these districts more nearly of the same general level in status — and that 
a comparatively low one — ^than is the case in other parts of Ireland. 


See para. 30C. 


Res'ponsibility entailed hy unlimited liability not ahoays realised by m&nhers. 

334. Over the whole country, however, economic conditions are undoubtedly steadily 
improving, as the land passes into the hands of the tenants and as mieconomic holding 
are gradually abolished through the operations of the Land Purchase Acts. We are con- 
vinced that among the new peasant proprietors it will be foimd increasingly difficult to 
estabhsh Credit Societies based on the principle of unlimited liability. Even where such 
Societies have been in the past successfully formed, we doubt whether all the menibeis 
have fuHy realised that they are individually responsible imder the Rules for the total 
debts of the Society, to the whole extent of their property. Some of the evidence we have 
received confirms this doubt. 


Less risk to substantial Members in a Credit Society under German late. 


336. Ireland possesses large numbers of agriculturists who maybe termed medium-sized 
farmers, for whom, according to the best authorities, limited liability >Societies have on 
the whole proved the most suitable. These larger farmers could as on the Contment— 
and in some existing Societies in Ireland — be of enormous help by their example, influence, ■ 
and moral support, to a Society composed mainly of small farmers. Such men are, however ■ 
very naturaUy reluctant to submit themselves to the risk of having to bear the chief burden 
of responsibility under the unlimited system in case of the Society, through any cause, 
getting into difficulties. 

The risk to such members, under the Friendly Societies Act, owing to their being in 
the first instance possibly the sole defendants in an action by creditors is much greater 
than in the case of similar Societies in Germany where proceedings by creditors against 
individual members are by law only permissible when, after three months from the date 
on which the contributory levy upon the members is declared executable, such claims •. 
have not been satisfied. 


Section 122 of the German Co-operative Societies’ Act reads as follows:— 

n 4.1 ^ of banla-uptcy, the society, as well as tLe individual members, are collectively liable wili 
all tbeir proj^ity to the oreitors for the loss which the latter suffer at the final division of property witk 
regai^ to claims that have been allowed. After the lapse of three moutlis from the date on which ths 
suppl^entary account is declared executable, the creditors, if they have not been satisfied, may preceeii 
against individual members. Established claims which have not been expressly contested dumg the 
peiiod of examination by the CoUimittee of Management or by the liquidators, cannot be contested hy 
members agaii^ whom proceedings are ./ i > 

01 against a claim contested by tie Cominittee ol 
Management or the liquidators binds all members.”! ^ 


Such a we beheve, be found very desirable in connection with 

unhmited Credit Societies in Ireland, and would much minimise the unnecessarj' 

risks to which the more substantial members are now exposed. 


Need for ,nore hmmss-like rmtfmis in Credit Sockties in Ireland. 

SonMarS w’ ™ assisting to manage tbe business affairs of the Credit 

or?Wrl 1 W f ’’f is sometimes laid 

on the educative effects of the work of co-operative credit. It is, & out opinion, however, 


* See Map facing pago 386. 

Appendices to Report on Agricultural Credit and Go-operation in Genm'H'j 
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easily possible to exaggerate tl\e influence of Credit Societies in training Uliteiate and un- 
educated men into business habits. In these days when such extensive and secure deposit 
facilities exist, and when depositors in the Post Office Savings Banks have a State guarantee 
for the security of their money, it wiU, as we have pointed out elsewhere, be increasingly See p;ira.s. 
difficult to persuade the rural classes to entrust their savings to the control of their neigh- 
hours in a Credit Society, unless there is an absolute certainty of businesslike and careful 
management from the very start of the Society. . Slipshod keeping of records and minutes, 
failures to make necessary lodgments, retention of cash in hand while paying interest to 
the Joint Stock Bank or other lender, and similar unbusinesslike methods, which have been 
in the past far too prevalent, tend to bring the whole co-operative credit system into un- 
deserved disrepute. 

In some districts the difficulty of obtaining a suitable Secretary, possessed of the 
necessary capacity for keeping the books and records of a Society, is almost insuperable. See paiae. 

This furnishes an additional reason for the presence of some fairly substantial and 
experienced members on the Committees of the Societies, since such persons would often 
prove instrumental in improving and maintaining the working of the system. It 
carmot be doubted that the business advice of larger farmers, which is admitted to be so 
valuable in a trading co-operative Society, would also be extremely useful in a Credit Society 
in lift ing the general standard of business management, and in ensuring stricter adherence 
to the Rules. 

By far the most successful Credit Societies which have come under our notice 
have been those where one or two of the more prominent influential members took an active 
personal interest in their working ; nor do we believe that such interest would in th^e 
cases have been any the less if the Societies had been founded upon the limited liability 
principle. In other instances, the efiorts of one or two more substantial members have 
been the chief factor in averting collapse. These members have given of their time ajod 
labour, not because of their fear of the consec^uences to themselves of unlimited liabihty 
in case of failure, but through altruistic motives and a laudable desire to benefit their 
neighbours. We should be sorry to think that the mere lessening of personal financial 
risk would lead to a slackening of these efforts. But in the case of the majority ol members, 
liability of some sort is undoubtedly necessary to arouse and sustain their practical interest 
in the working of the Society. 

Absence of Council of Control in Irish Societies. 

337 . When dealing with the important question of the supervision of the operations of See pai-aa. m-s. 
the Credit Societies in Ireland, we point out that a portion of the local organisation 
of German Societies, i.e., the Council of Supervision, is practically non-existent m Irish 
Credit Societies, although provided for in the Rules. In Germany this Council is composed 
mainly of the most substantial residents who happen to be members. Too often the Council 
is liable to trust rather much to the advice of the Committee ; but their persoi^l responsibi- . 
lity under the law to make good any losses due to their not showing the pradence of 
■ordinary business men” ensures usually some sort of supervision by the Council. In the 
absence of this check on the work of the Committees in Irish Societies, there is aU the 
greater need that the membership of a Society, and especially of its Committee, should 
include some of the medium or larger farmers of the district. 


Exclusion of undesirable members. 

338. There is admittedly the possible danger that an individual member may under 
the limited liability system acquire considerable influence m the control of the Society, and 
yet be responsible only for the~to him— trifling amount of liability atteched to his hol^g 
in shares! This risk is one which cannot with prudence be negl^ted. But 
ch member has only one vote, whether in an unlimited or limited Society, 
member should seldom be in a position to monopolise the control of the 
h member did his duty in the way of attendance at Committee and General 


seeing that es 
an individual 
Society, if eac 


^\ave had proof that in spite of the existence of the unMted liability prmciple 
in Ireland and' its supposed value as a stimulus to watchfulness cases are not at 
all rare in which the Committee has seldom or never met, and m which long have 

passed without a General Meeting of members bemg calkd together. A 
liability could not give rise to greater laxity than on the part ^ meters, 
it would certainly encourage many useful members to jom who are no y 

fear of being the chief mark for creditors in case of default. 
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Due care should be taken in the original admission and subsequent election of merabera 
to exclude, as far as possible, any individuals whose object in seeking membership tbeie 
is good reason for suspecting. No general rule _ on this_ matter can be laid down, but 
it is well to note the fact that while a basis of limited liability would encourage many 
valuable members to join a Credit Society, it might also tend to^ open the door to membets 
of a less desirable class, who taking advantage of the limitation of their lability might 
seek, from personal reasons, far removed from zeal for the welfare of the Society, to secure 
election as members. The serious injury done in years past to several Loan Fund 
Societies in Ireland, which after a time unfortunately got largely into the control of 

See parii. 23 ( 3 . members who were professional moneylenders furnishes an example and a warning of 
this possible danger. 

The case of the LiinTEO liability Society at Ballindacgin, Co. Wexfobd. 

See pora. 284. 339 , In ouT sketch of the history of the co-operative credit movement in Ireland we 

referred to the Ballindaggin Credit Society, Co. Wexford, founded in 1897 on the limited 
liability principle. This being the only Credit Society in Ireland wMch has worked upon 
this principle, we were desirous of obtaining the fullest information in regard to its origin 
and operations, and invited its Secretary to appear as a witness. From his evidence, and 
other information furnished to us, it would seem that the Society is in a looahty where the 
people are now fairly well off, have money saved, and do not feel any necessity to borrow, 
though such were not the circumstances in the early days of the Society. 

H, O’Byrne, 340. The Secretary informed us that the Society had never sought to obtain deposits, as 

the overdraft at the Joint Stock Bank provided quite sufficient for all requirements. 
The Eeserve fund amounted in 1912 to £14. Since its inception the Society has made 
on an average only 6 loar^ per year, which seems a proof that the members, now 
numbering 44, do not in reality require, or at any rate do not feel the need of obtaining,, 
advances. Only three loans, amounting to £62 in all, were made in 1911. The totel 
capital of the Society in that year amounting to £38 18s. Id. It is of interest to note that 
this Society — ^the only one in Ireland based upon limited liability — is, with two 
exceptions, the oldest Credit Society in the country. 

18601 , 18C30-3. ^ The Secretary explained as follows the reasons for the adoption of the limited 

liability principle in the Ballindaggin Society : — 

“ There was no Credit Society in Co. Wexford at the time we wei-e establi-shed. ITie thing ™ 
new, and we had to proceed very cautiously. We thought it was not quite fair to have men oi 
substance placed in a position of responsibility. The people are much better off now. We did not 
like to put well-to-do men in a position of responsibility. . . . 

Q. " Was it on the security of the Society that the Joint Stock Banlc gave the overdraft ? A. 
had to get men of substance to guarantee it. 

Q. “ Do you think the principle of limited Hability made an extra difficulty in the way of getting 
the overdraft ? A. 1 think that it appealed to the Joint Stock Bank, 

Q. ‘‘ The liability of the members being limited ? A. Yes. 

Q. In what way did it appeal ? A. The guarantors being prosperous men the bank was 
assured of repayment even if the society failed." 

j' 8082 ^ 5 ^’^^^^°’ • referrhig to this Society, another witness informed us that, from the inforuia- 
given to him, it appeared to have done most of the work for which it was required 
m the neighhomhood, and the people were now comparatively prosperous. The Society 
had been working chiefly in the interest of the small farmers whose position had miioli 
improved. The Committee had not pushed their operations, but so far as the Society 
had worked it had a creditable record. 

We do not think, in view of the foregoing facts, especially the particular circumstances 
of the d^tnct m which the Ballindaggin Society has operated, that any conclusions for or 
against the piinciple of limited liability can be usefully drawn from the history of tte 
working of this Society. 


VnsaUsjactory “position oj the hetter-o_ff “inembers under esdsting unlimited liability system. 

341 In giving evidence at our Inquiry, Captain Loftus A. Bryan, of Enniscorthy, who 
was nominated by the County Wexford Co-operative Council as a witness, pointed out some 
ot the (iisadvaiitages of the present unlimited liability system in Ireland, and advocated 

the adoption of a scheme of limited liabihty. He stated ; 

V ^ accoi'danee with the principle which underlies the Raiffeisen system-'-tte 

unlimited liability of all the members, that is as applied to a homogeneous population. But as things 
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ai'C -workea in this countiy, under our law, and with the possibihties that have so far been found to exist 
undei' our law it is not unlimited liabUity. It means that the richest person is liable for the debts of the 
Society. You want to make everyone feel that they have a real liability, and that if anything goes wrong they 
will have to pnyup. But under our system the greater part of the money is obtained by overdraft on personal 
guarantee.s. If that money had to be recovered, it is probable that the whole of the members would 
not have to pay, but only the most opirlent individual, aud he would be left to recover from the others 
Practically, it means that the liability is confined to the most opulent members of the Society 

Q. The Raiffeisen sj'stcm suits a community where the people aie all of the same financial level « 

A. Yes ; but the underlying principle of the Raiffeisen system could be applied under the Act which 
provides for limited liability. The cheapest Act we have is the Industrial and Provident Societies Act, 
which means haying each person’s liabih^ limited to a certain amount, but Iwaring a due relation to 
the financial stability of the individual. You can so arrange that every individual willfeelhimseLtequally 
lesponsible in proportion to his means, and consequently you can, under that system, more effectually get an 
aenve interest in the Society, and prevent things going wrong amongst- the members, than under the pure 
Raiffeisen system.” 

Captain Bryan also stated ttiat in his opinion “if a Society is well managed it will work 
under any system, and if badly managed it will go wrong under any system.” With 18026 
tWs view we are in ixxW agreement. We do not believe that by merely limi ting the liability 
of members immediate success and a wide expansion of the movement will be attained ; 
for under any system much will depend on the personal element, as in all business concerns ; 
while thorough methods of inspection and audit are as essential under one system of liability 
as under the other. 

Desirability oj leaving open the selection oj limited or unlimited liability as a basis Jor Credit 
Societies in Ireland. 

342. We note that Mr. H. de F. Montgomery, d.l., who has given much attention to 
the subject of co-operative credit, and is personally acquainted with the conditions both 
in Germany and in Ireland, is of opinion that the question of the principle of liability to 
be adopted in Irish Credit Societies should be left open. His view as to the reason for the 
preponderance of the unlimited principle in Germany is in accordance with that of those 
authorities who attribute such preponderance to the fact that until 1889 limited liability 
was not permissible under the law of that country. 

” The fact that in two important provinces (Saxony and Pomerania) where the distribution of wealth is See paras, 318.0. 
move analogous to that which prevails iu Ireland, the form of limited liability described by Dr. Babe and 
Herr von fciebel-Dobeiitz has proved entirely satisfactory and successful, taken together mth the fact 
that in this country people are now more fariuliar with limited than with unlimited liability, tends to 
show that it should at least be left open to pei-sons wishing to establish a rural co-operative bank in Ireland 
to adopt the Saxon or Pomeranian model. The German Oenossenschajtsgeselz {J^o-ojieralive Society Act), 
wisely provides for both forms.”* 

With this view that the question of the selection of limited or uiiHmited liability as 
the basis for Credit Societies in Ireland should be left open (as is done in the German and 354 _ 
Indian Co-operative Societies Acts) your Committee fully coneitr. 


Certain useful provisions in the German Act affecting liability op Members. 

343. In the opening portion of this section of our Report we briefly indicated the Seo paras, 303-7. 
three descriptions of liability which exist in German Credit Societies. Section 2 of the 
German Co-operative Societies Act, 1889 (as amended in 1896), classifies Co-operative 
Societies as follows ; — 

" (1) Of such a kind that the individual members aasume direct liability to the society aud to its ci'editors 

to the full extent of their property for the engagements of the society (registered co-operative “ 
society with unlimited liability) ; . - i ,..1 

(2) of such a kind that the members are liable to the extent of all their posseBsious, but not dnectly 

to the creditors of the cc-operativc society, being only ohiiged to pay to the latter the contribu- 
tions requisite for the satisfection of the creditors (registered co-operative society with unliimted 
contributory liability) ; . / 

(3) of such a Knd that the direct liability of the members, to their society and to its creditors, tor 

the engagements of the co-operative society is restricted beforehand to a fixed sum (registered 
co-operative society unth limited liability.) ”f 

In a Society based upon unlimited liability this liability is individual and collective, 
any deficit in the case of a Society’s bankruptcy being recoverable by a capta 
upon the membeiB. It is important to note, however, the regulation already referred to 


*J/oies on Agncultwral Credit and AgriculAur(d Oo-o^ercUion in Germany. (Departmental Bulletin No. 7). 
tAppendices to Report on Agricultural Credit and Co-operation in Germany, p. 2. ^ 
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■which is found in Germany, but is absent in Ireland. Under the German Act, proceedinos 
by creditors against individlial members are only allowable when, after the lapse of thr^ 
months from -^e date on which the contributory le'vy upon members is declared executable 
such claims have not been satisfied. ’ 

Usually the period of three months would enable the Society to make arrangements 
with its creditors, but if judgment be obtained by a creditor against any member, the 
latter retains his right to sue the Society for a refund of the sum he has been forced to "my 
If his claims are not ultimately met by the Society, he can proceed against any other'solvent 
member or members. 


344. Over 80 Sections of the 161 Sections in the German Act deal with such questions 
as the liability of members on the dissolution or bankruptcy of the Society, the liability of 
retiring members, &c., — a sufficient proof of the importance attached to the subject by the 
authorities. Section 105 reads' : — 

_ “ If tte creditors are not satisfied with, the extent to which their clainxs have been met at the flia! 
division out of the assets available at the time of the opening of proceedings in bankruptcy, the memheis 
are obhged to ftxniish supplementary payments to the estate, such supplementary payments are to be made 
upon a 2?e»- cafiUi basis, uidess the articles have fixed another proportional contribution. 

“ Contributions, which individual membera cannot meet, are to be distributed over the remaining 
membCTB. Payments made by members beyond the amounts due from them according to the pre-viona 
provisions are to be returned to them out of the supplementary payments after the creditors have been 
satisfied.” 


The following Section (106), after stating that the receiver must .at once, after tlie 
balance sheet has been deposited in Court, proceed to calculate the amount of contrihutioas 
requisite from the membem "to cover the deficit, proceeds : — 

“ In the account drawn up (Advances Account), all members are to be described by name, and the 
contributions to be distributed ^ong them. The amount of contribution is to be estimated, however, 
m TOch a way -^at a deficiency in the total amount to be raised may not result through the inability of 
mdividual members to pay their share — such inability to be taken into account beforehand. The account 
must be sent to the bankruptcy court to obtain a declaration of execution. If the co-operative registiT 
18 not kept at the bankruptcy court, a certified copy of the statutes and of the list of members is to be 
attached. * 


precautions in Germany in regard to Share Liability. 
liability Societies in Germany, as we have seen, a member undertakes 
not only l^bihty to pay m full the nominal value of the share or shares held by him, but 
also a babihty to pay a fixed sum on each share. This fixed sum, as well as the mari . 
mum shares that he can hold, is determined by the first general meeting of members. No 
mcrease can be made in the amount without the sanction of three-fourths of the members 
present at a general meeting ; nor can any reduction of share Habilities take place with- 
out ^mpliance with certain statutory provisions as to publication and intimation to 
creators, who, if not satisfied, can refuse their assent. The annual balance sheet must 
r particulars as to mcrease or diminution in paid up share capital and total 

+ rnembers. These precautions, it is pointed out, are essential to pro- 

tect third parties, smee the basis of the Society’s credit is the coUective liability of the 


Geiman Co-operative Societies Act, applicable to 
Societies m case oi action by creditors, &c., apply also to Societies witi 
Sb b»s special provision, however, is contained in Section 140, 

that when 5 1 *>ie actual liability of members. It provides 

bab^n^ sbe?t b indebtedness of a Society is shoWn in tb 

oomSe of* ™ one-fonrtb of the coUective UabiUty of the members, tie 

arSZemenf proceedings in bankruptcy. Ibis 

take^S^ScTbr+f^* “ ordinary oases of default only one-fourtb of the UabiU^ under- 
his sham No contribution in excess of tbe Kability attached to 

trrutiornroSZi Society, be claimed from a meX. but con- 

irresneXc^S the shaieMtog of each member must be levied from all, 

has Ln adopted in Ve Artickf ™ ™kss some other principle of apportionment 


^■■^■0-S. Rule defining Unlimited LiaUlity. 

only^ot ^ 

. “Ever, member of lie Society obeE be. eo..eEv“rZ,Z*.Z ZZ.'- 




fail to pay 
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eacli member of the Society shall be liable ouly for the debts mcmr-ed and loans advanced durintr 
his meml^rsbp. In the case of a gu^antor member the calling up of any contribution on the score of 
common liabilitj shaU be deemed to be on account of bis guarantee, and shaU not exceed the amount 
guaranteed. 

“ In the event of the death of a member, the Uability of his heirs, executors, and admimstrators shall 
extend only to suoh loans as may have been contracted by him, and wliioh remain unpaid at his death 
together with the interest theieon. ^ ’ 


Tiie Fnendhj 8ocxet%es Act, 1896 (59 and 60 Vic., c. 25), deals witlitlie cancellmg or 
dissolution of Societies registered under tlie Act. There is no necessity to referS in 
detail these provisions, beyond pointing out that they were not drawn up with the special 
circumstances of Credit Societies in view. Credit Societies are, with some other organisa- 
tions, merely specially authorised Societies under the Act. 


Various Defects in I.A.O.S. Rules ; Legal Opinion. 

347. Your Committee are strongly of opinion that steps should be taken to define 
clearly the course which ought to be followed in the taking of proceedings against 
members of an unlimited liability Credit Society, as also in the case of any limited liability 
Societies which may be formed. We have had under our notice several cases in which 
difficulties arose when the Department of Agriculture foimd it necessary to take legal action Paras. 557 - 9 . 
to recover moneys due to them by Credit Societies. We therefore thought it advisable 
to submit for legal opinion certain points dealing with the constitution and methods of 
these Societies in Ireland. The opinion of Counsel was that the existing 
Rules, as issued by the I.A.O.S., are mislead]^, since they treat the Society as a 
corporate body with a common seal. “ The Society is not corporate, and the liability 
of the members must be considered on the same lines as a Club.” 


Procedure in taking action against Credit Societies for Debts due. 

348. We were also legally advised that in any action taken against an imlimited 
liability Society, the Trustee, as representing the Society, and the members as such, should 
be sued, but that the Trustee would not be liable beyond the amount of funds in his hands. 

It seems highly desirable that a regular course of procedure should be followed in this 
matter, so as to prevent the creditors of a Society selec ting in the first instance at their 
discretion any w'ell-ofi members \vith a view to proceeding against them alone for the 
total debt due by the Society. The risk of such action is quite sufficient to detei' 
the medium or larger farmers from joining a Credit Society based upon unlimited liability, 
once they realise their probable position in the event of the Society’s failure. This serious 
drawback would be much minimised if the invariable procedure were that action should 
be taken in the first instance only against the Trustee acting for the Credit Society, 
who would then make a per cajnta levy on all the members for the payment of the amoimt 
due. This would avoid the immediate penalising of the better-ofi members. 

Under the German Act, as we have shown, a creditor cannot take proceedings against paras- 303, 

any individual member save when after the lapse of three months from the date on which 
the contributory claim upon the membeis has been declared executable, . his debt still 
remains unsatisfied by the Society. The principle of this useful provision should, we 
consider, be adopted in any Act dealing with Credit Societies in Ireland, as also should 
several other provisions of the same exhaustive enactment. The contrast between the 
completeness of the German measure for the proper control and supervision of 
co-operative Credit Societies, and the necessarily patchwork attempts made in this country 
to utilize portions of the unsuitable Friendly Societies Acts for the purpose is a very striking 
one. 


Continuance of Unlimited Liability of a Member after his withdrawal from 
Membership. 

349. A further vital point upon which the existing I.A.O.S. Rules seem entirely mis- 
kading is that which concerns the extent of a member’s liability after his resignation. 
Rule IV (e) reads as follows 

“ A member leaving the district shall cease to be a member, provided that he has satisfied all claiiia 
ia respect of money or suretyship which the Sociely may have against him ; but such withdrawal shall 
not take eSect in respect of the member’s liability to make coutiibutions under Rule V., until six months 
thereafter.”* 


*See Appendix 22 to Minutes of Evidence. 


X 
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The obvious meaning conveyed by this Buie is that after the eviration of sk months 
from the date of his withdrawal from the Society, a member s liabihty for the debts of the 
Society totaUy ceases. This is, we understand, the interpretation ^^ch has been placed 
upon the Rule from the time of its issue. Your Committee felt doubtful, however, as to 
the effect of this intended arrangement in practice, for it is clear that it the chief members 
of a Society were, for one cause or another, to withdraw— possibly without the knowledge 
of the Society’s creditors— the mere concealment of such withdrawal for the short space 
of sis months would, assuming the above Rule to be legal, leave the creditom with little 
or no security for their claims, and with no means of enforcing them a-gainst the very 
members whose standing had probably been the chief factor in influencing the creditor 
to advance funds to the Society. 

On submitting this important matter for legal opinion, we were intormed by Counsel 
that ‘‘ as between himself and the Society, a inember can free himself from all liability by 
resignation and the lapse of six months, provided he has paid everything due by him to 
the Society, but he will still be liable to any creditor of the Society where the debt has 
been incurred during the period of his membership.” 

350. It seems, therefore, that a member of an unlimited liability Credit Society 
cannot — notwithstanding the Rules of the I.A.O.S.— divest himself, by mere resignation 
and the lapse of six months, from his obligation to pay in full, if called upon, a debt 
contract^ by the Society dming his membership and remaining unpaid to a creditor; 
this obligation presumably remains until it is barred by the Statute of Limitations. 

No such qu^tion can arise in the case of a limited liability Society, since 
each member’s liability is limited to the amount unpaid upon the shares held by him ; 
by idle transference of his shares to another person approved by the Committee, his obliga- 
tions to the Society entirely cease. In our opinion, this very wide difference between the 
two types of liability, both in the extent and the duration of the obligation, furnishes a 
further strong argument in favour of limited liability as being much the more suitable 
to the present conditions in the greater part of Ireland. 

Safeguards for Creditors of Societies in German Co-operative Societies Act. 

351. It should be noted in this connection that under the German Co-operative 
Societies Act “ if a Society dissolves within six months after the retirement or exclusion o£ 
a member, such cessation of membership is null and void, and such pemon must contribute 
to cover any deficit arising from obligations incurred up to the date of cessation of member- 
ship, as well as for those incurred within six months therefrom. When, moreover, the 
claims of bairkruptcy creditors have not been met by a society with unlimited liability 
within six months after the supplementary contributions have been declared executable 
by the Court, the property of past members who have left the Society within two yeara 
from the opening of proceedings in bankruptcy may be attached, but only in respect of 
obligations incurred within the two years preceding the date of their leaving the Society.”* 

This cessation of Habihty after two years from withdrawal from membership is h 
Genimny free from the risk to creditors which it would entail in this country under tlie 
existing Rules, for the withdrawal of members is very carefully safeguarded in Germany 
by 13 separate Sections of the Act.f For instance, a member must give at least 3 months’ 
notice in writing of his intention to retire, and the Articles of Association may fix any 
longer period of notice up to 2 years. The Committee of Management is also bound to 
transit to the Court for entry in the co-operative roister at least six weeks before the 
end of the business year, the notice of withdrawal of a member, and a written assurance 
that the notice of withdrawal was given in proper time. The motive of the retirement 
of the member and the year of such retirement are to be at once entered in the Court list 
of members. As a consequence of this registration the member retires at the end of the 
year marked on the list. 

_ 352. Various other well-considered safeguards for the interests of creditors are provided 

m Germany, wkch are absent from the Rules governing Credit Societies in Ireland. There 
can, we tmnk, be no room for doubt but that the phenomenal success of the movement in 
Germany is largely due to the strict supervision thus exercised in various ways over the • 
operations of the mdividual Societies, and to the ample protection afforded to a Sociely’s 


*Reporl on Agricultural Credit and Go-opei-ation in Germany, p. 83. 

tSee Appendices to Report on Agricultural Credit and Co-operatioix in Germany, pp. 9 and 10. 
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creditors in sucli dipctio^ as tliose indicated above. Further instractive examples oi‘ 
the methods adopted will be adduced when we come to deal with the Inspection and Audit 
of Credit Societies. 

We consider that the exact nature and extent of the liability of a member of an un- 
limited hability Society in Ireland under the Friendly Societies Acts should be made quite 
clear in the Rules, so as to avoid all possibility of misapprehension on such a vital matter 
But the preferable course would be, in our opinion, to adopt legislation somewhat on the 
German model, limiting the period of continuance of unlimited liability after a member’s 
withdrawal to say two years ; but introducing adequate safeguards for creditors by means 
of compulsory notice of a member’s withdrawal and similar methods. 

Irish JoirU Stock Banks and Limited Liability Societi^. 

353. One objection which has been made to limited liability for Irish Societies is that the 
security to a Society’s creditors (such as the Joint Stock Banlm) is .sm i^ .1]Ar than in the case 
of unlimited liability Societies. To a certain extent this is no doubt true, but we thinir 
it is possible to attach too much weight to the argument. For example, the Irish Joint 
Stock Banks do not, from the evidence given before us, appear to depend on the system 
of unlimited liability for the security of their overdrafts to Credit Societies ; they advance 
their overdrafts, as a rule, on the written personal joint and several guarantee of six or 
eight of the most substantial members of the Society, usually the members of the Com- 
mittee. 

We do not believe that the adoption of the limited liability principle would in any 
material respect alter the attitude of the Joint Stock Banks in regard to the granting of 
overdrafts to Credit Societies. A Society with, say, 200 members, each member liable 
for the nominal amount of his shares, would (with shares of the value of £5) be in a position 
to furnish practically as satisfactory final security as a similar Society on the rmlimited 
liability basis, especially if the more substantial membe:re took up, as in Germany and 
elsewhere, a number of shares proportionate to their means. As pointed out by Mr. Cahill 
in reference to the rural Credit Societies in Saxony and Pomerania, “ the security represented 
by a Society with limited liability in which members are required to take up shares and 
liability in proportion to their means, represents an effective value closely approximating 
to that of a Society with unlimited liability.”* 

The total obligations incurred by a limited liability Society to creditors should, of 
course, be very carefully supervised, so as to ensure a due relation between them and 
the total liability of the members. 

Organisers should explain the ma/in advantages oj both limited and unlimited liability. 

364. After a most careful consideration of the various aspects of the question 
of the most suitable form of liability for Credit Societies in Ireland, your Committee 
recommend that in the future organisation of such Societies the selection of the type of 
liability to be adopted should be left to the prospective members to decide, after the 
distinctive advantages of each system have been clearly explained by the Organiser. Copies 
of Model Rules for each tyq»e of Society, with an explanatory memorandum, should also be 
available for purposes of information. Although we have spoken throughout of the 
different “ principles ” of liability, the matter of selection is in reality more one of expedi- 
ency than of principle. A capable organiser will not find it difficult to convey to his 
audience the leading points of difference, so as to enable them to arrive at a fair compre- 
hension of the main questions involved. 

The unlimited liability principle in Credit Societies has had in Ireland a practical 
monopoly since the initiation of the movement, only one Credit Society based on limited 
liability having been in operation. This situation somewhat resembles that in Germany 
where until the law of 1889 only unlimited societies existed, others being illegal — aciccxun- 
stance which, as we have seen, naturally gave a very considerable start in that country 
to unlimited liability societies. The above facts constitute somewhat of a handicap 
upon the creation of limited liability Credit Societies in Ireland ; there will therefore 
be all the more need for a full and clear explanation being given of the main features_ of 
this type of credit organisation. On the other hand, in districts where Co-operative 
Societies, such as Dairy Societies, on the limited liability system already exist, the principles 
of limited liability will probably be familiar to the farmers. 


*'Re^ort on Agriculiural OuiU and Co-cperotion in Qertnaiiy, p. 85. 


I ee paras. 'S99- 
6D4, 011-2. 


See paras. 317-9. 


See para. 438. 


Sec para. 308. 
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Title of “ Thrift and Credit Society ” recommended. 

355. In OUT opinion, the title of the Societies under either system should be “Thiift 
and Credit Societies.” The word “ thrift ” will emphasise the importpce of the saviBoj 
bank side of the movement, while avoiding the use of the terra “savings ” which might 
lead to confusion with other Savings Banks in the country. Again, “ Chedit ” seems a mote 
suitable term than, say, “ Loan,” which would resemble too closely tbe title of other Loan 
Societies. We notice that the description “ Thrift and Credit Societies ” has already 
been made use of in a Bill introduced into Parliament.* 

The word “ Bank ” should be avoided ; it gives a false impression of the true functions 
of these Societies, and leads at times to unfounded jealousy on the part of regular banking 
institutions. In fact, the Chief Registrar of Friendly Societies informed the Select Com- 
mittee of the House of Lords on the Thrift and Credit Banks Bill that these Credit Societies 
were not allowed to call themselves “ Banks.”t This decision has been enforced inlreknd 
we are informed, these Societies having originally been styled “ agricultural banks,” but 
having had to relinquish that title. 


Outline of Constitution of a limited liability Credit Society with Shares. 


356. Your Committee think it well to outline briefly how an average Thrift and Credit 
Society on a hmited liability basis might be founded. If, say, the sum of £i,200 would 
supply the normal credit requirements for reproductive purposes of the medium and small 
cultivators and other borrowers residing in the area covered by the operations of the 
Society, the resources of the Society might be constituted asfoUows ; Assuming the member- 
ship of the Society to be eighty, and that the nominal share capital is £o00 (one hundri 
£5 shares_ being issued) each member would have at least one share, the balance of twenty 
shares being taken up by the better-oS members. It is suggested that only 5s. per sham 
be paid up, the outstanding capital remaining as a security for the solvency of the Society, 
It should be noted that this reserve liability can be called upon only in the extreme 
case of the Society’s assets failing to meet its liabilities, and only to the extent found 
necessary to cover any such deficit in the assets. 


The p^d-up capital would amount to £25. Taking the normal deposits of the Society 
at £900, a Bank overdraft of ;^76 would complete the required lending capital of £1,200. 
If 3^ per cent, be paid on deposits, 4 per cent, on the overdraft, and if per cent be charged 
to borrowers— the capital being turned over once in the year— the Society would pay out 
£41 m interest, and earn £-75, thus making a profit for the year of £34. 

With a Society of half the size, the credit requirements of the district being proportion- 
ately simller, a fan- profit would still be made. In this case, the membership would be, 
S?’ share capital £250 {i.e., 50 shares of £5 each), the paid-up capital 

£12 10s., the deposits £460, Bank overdraft £l37 10s., and annual profit £17. Should 
a len^ng captal of on y £400 suffice for the needs of the district and the Society have only 
twenty or thirty members a profit of about £10 per annum could stiU be realised at the 
same rates. No Society, however, should be started with less than forty members ; and 
even with this number, it would be very difficult to do more than make ends meet. 

In the allotment of shares, applications from smaller men of good character should 
The number of members in the early days of a Society might not 
advantages of membership had become better appreciated, and 
‘>*teblished,tl.e number of applicants would probably 

with cogent of thrCoSSte't’^”™^ ciroumstaaees, 


Shares shouU be taken by members in proportion to their means, as jar as possible. 

substantial members should, as far as possible, take a larger number ol 
fOT tlie stability^ of the Society and its security 

for cieditors. We cannot recommend, howeTer. that there should be any hard-and-fast 


*See Appendix 23 to Minutes of Ewdence. 
J^port oj Select Committee of House of Lords 
tSee proposed Rules 19, 23, p. 393 . 


on Thrift md Credit Banks Bill (96-1910), A. 603. 
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iTile as m Germany compelling members to take up shares in proportion to their means 
Apart from other fairly obvious reasons agamst this course would be the difficulty in 
determinmg precisely the comparative means of each member, in the absence of the 
facilities for doing so which eiast in Germany. But the eittreme desirability of a larser 
number of shares being taken up by any fairly weU-to-do members should not be lost 
sight of No member, howevm large his share holding, should possess more than one 
vote. Should the General Meeting so decide, a dividend not exceeding 5 per cent per 
annum might be paid upon the paid-up share capital of the Society 


Members to be permitted to borrow only to amount of their nominal Share Capital. 

367a. a useful method of partially achieving the object in view would be the adoption 
of a Buie limitmg the amount which any member can borrow from the Society to a sum of 
£5 for each share held by him. Thus a medium farmer who might find it desirable to 
borrow say £50 from the Society could not do so unless he held ten £6 shares, on which 
£2 10s. had been paid up. On the other hand, an agricultural labourer requiring only 
£5 of an advance could obtain this while holding only one share in the Society. ThK 
method, while free from the legal compulsion of the German system, would, we believe 
afiord an extremely beneficial means of inducing members to undertake a share respon- 
sibility in some proportion to their means, by making the benefits receivable from the 
Society bear some relation to tbe liability undertaken by each, member.* 

On the whole, it seems desirable that legislation should be introduced for the purpose 
-of meeting the special needs of Credit Societies, instead of forcing them to adapt their 
orgamsation and ppcedure to the limitations of such Acts of Parliament as the Industrial 
and Pfovid&nt Societies Act and the Friendly Societies Act, which were, not passed with 
the particular objects or constitution of these Societies in view. Your Committee would 
suggest that if, as appears probable, legislation be found necessary in connection with the 
Loan Fund system of Ireland, a favourable opportunity would occur of dealing at the 
same time in a comprehei^ive manner with the whole question of rural credit in this 
country. 

OONCLUSIQNS- 

358. Our conclusions in regard to the subject of the system of liability most suited for 
Credit Societies in Ireland may be summariaed thus : — 

(a) The adoption of unlimited or limited liabihty is not so much a matter of prin- 
ciple as of expediency, and of adaptation to varying economic and social 
conditions. Both systems have been eminently successful, when properly 
managed and supervised. 


(&) The unlimited principle is generally suitable only when most of the members are 
fairly equal in status, and are of the smallest class of agriculturist, although 
the presence and help of better-ofi members is most valuable. Experience 
does not sustain the contention that unlimited liability is always efiective in, 
ensuring careful local management. In Ireland extreme laxity in the local 
management of many Societies has existed in spite of unlimited liabihty. 


(c) In Germany, the home of the co-operative credit movement, legal limitations 
prevented till the year 1889 the adoption of the limited liabihty principle. 
This naturally tended to give a considerable start to the system of unlimited 
habihty in that country and in those countries (including Ireland) which 
followed its example. 


(d) In recent years there has been a steady extension of hmited liabihty Credit 

Societies in many countries, more especially where the rural classes in the 
same district are of varying status— -although the great majority of rural, 
as distinct from urban. Credit Societies, ate still based on the unlimited 
principle. 

(e) Unlimited habihty having been so long abandoned in Great Britain and Ireland 

in the spheres of business and commerce, there is an undoubted difficulty 
in successfully advocating, its claims as a basis for any organisation, for rural 
credit or otherwise. Organisers of Credit Societies in Irmnd should e^lain 
the main advantages of both the hmited and the imlimited systems. 


*See proposed Ride 29, p. 394. 


See para. 316. 


See para. 275. 


Paia. 328. 


Para. -329. 


Paras. 308, 314, 
354. 


Para. 311. 


Paras, 323 7, 354. 
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Pais. 331- fi. 341. 


Parn. 353 


Pp. 391-406 
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(f) The evidence has proved that in_ Ireland, as in Great Britain, the more sub- 
stantial farmers, who might with much advantage to the Credit Societies 
have become membersj have been deterred from joining by the fact thatuudei' 
the present system of unlimited liability they would incur the serious and 
almost inevitable risk of being the chief marks in case of action by creditoK 
of the Societies. We do not agree with those who, differing in this from 
Raiffeisen, favour the exclusion of medium and large farmers from Credit 
Societies ; on the contrary, we think the Irish movement has sufiered mucK 
from the absence of this class. , 

(9) The Joint Stock Banks make advances on overdraft on the joint and several 
guarantee of some of the more substantial members in a Society, and would 
probably continue to requhe this security, whatever type of liability be 
adopted. 

{h) Draft Rules for limited liability Societies, -with share capital, under the esistiai 
Industrial and Provident Societies Acts, each share being £5 in value witi 
5s. paid-up, and also draft Rules for unlimited liability Societies, under tlie 
Friendly Societies Acts, are submitted with our Report. 

(i) In a limited liability Society the members should iiicur liability in proportion, 
as far as possible, to their means. Compulsion in this matter, on the linM 
enforced in Germany, would not be workable in this country. But tbe 
amount borrowed from the Society by any member should not be allowed 
to exceed £5 for each share held by him ; this plan w'ould offer a strong 
inducement to many members to increase their share-holding. 


(j) No matter what the number of shares held in a Society, each member should 

Para; 338. possess only one vote, so as to avoid giving undue voting influence to the 

better-off members. Care should be taken to exclude undesirable membeis 
who, taking advantage of the limitation of liabihty, might seek to enters 
Society. 

Para. 353. (/:) The total obligations incurred by a limited liability Society to outside creditors 

should be strictly confined in amount, so as to bear a due relation to the 
total nominal liability of the members, allowance being made for possible 
failures to realise the security in the case of individual members. 

Paras. 347-352 (i) The existing I.A.O.S. Rules for unlimited liability Societies should be revised 

in several respects, in accordance with legal opinion. They should make 
clear, amongst other things, the fact that a member’s liability to outside 
creditors for the debts contracted by a Society during his membership is 
not afiected by his withdrawal from membersHp. 

(“) In oJ tke many ineidtable drawbacks attached to efiorts to adapt tta 
unsuitable existmg Acts of Parliament to the requiremen.ts of Credit 
Societies, special legislation dealing comprehensively ■with the whole subject 
is, in our opinion, desirable. 
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(c) DEPOSITS IN CO-OPERATIVE CREDIT SOCIETIES. 


We now proceed to the consideration of the important branch of co-operative credit 
which is concerned with the deposits in Credit Societies, both as a source of capital and as 
an incentive to thrift. 

Development of Thrift side of Rural Credit Movement on the 
Continent. 

359. One of the most prominent features of Co-operative Credit iustitutioi^ on the 
Continent is the very large extent to which the thrift side of the movement has been 
developed by the encouragement of local deposits. Credit Societies in Germany, for 
instance, almost invariably bear the name of Savings and Loan Banks, a title which calls 
attention to their double function as bodies established both for the stimulation of thrift 
and for the granting of credit to their members.' At the very beginning of his career, 
Schulze-Delitzsch recognised the extreme importance of attracting deposits, and strongly 
urged that such money as the Societies found necessary to obtain on loan should be received 
in the form of savings deposits. Each Society was to endeavour to become the “ Savings 
Bank ” of its district. The Raiffeisen Societies have also strongly emphasised the thrift 
side of their functions. Confidence in the security of both the Schulze and Raifieisen 
systems has been so well established that the Law Courts allow trust moneys to be paid 
to these Societies on deposit. In the crises caused by the wars of 1866 and 1870, when 
other Banks suSered from runs upon them, deposits were pressed upon the Credit Societies 
fox safe keeping, even when no interest was offered.* 

In the year 1910, the savings deposits in 14,729 German rural Credit Societies 
amounted to £92,429,100, and the deposits on current account to £10,865,000. 
The savings deposits averaged £6,275 per Society, and £64 per member ; but the deposits 
of non-members are included in the totalf 

In Austria there is also a large infiow of deposits to the Raiffeisen Societies, this being, 
in Mr. Wolff’s opinion, due largely to Government patronage, and also to an insu£6.cient 
supply of Savings Banks in the rural distriots.J 

Savings in Italian Credit Societies. 

360. Amongst the most strikingly successful Thrift Societies are the Popular Banks 
in Italy, based on the hmited liability principle and founded b^ Signor Luzzatti, who, 
following the principles of Schulze, made it a chief aim of these Societies to collect deposits, 
principally savings deposits. His desire was by these means to bring about the independ- 
ence of the Societies, and for this cause he preferred small deposits to large, as the with- 
drawal of the latter might often be a matter of considerable inconvenience. The Italian 
Credit Societies are in many cases in a position to allow a higher rate of interest on deposits 
than even the public Savings Banks. The deposits are or various forms. 

“ Tke humbler classes, not used to business methods, entrust their savings to the banks as savings 
deposits ; the commercial and industrial classes prefer to lodge money on current account and to wi^draw 
it by means of cheques ; the workmen’s unions and mutual aid societies deposit funds not immediately 
required for fixed periods and draw good rates of interest. This variety in the deposits contributes to 
give elasticity to the operations of the popular Banks. The interest paid on deposits vanes from tliree 
to four per cent.”§ 

The Italian Societies modelled oil the Raiffeisen system, and introduced 
by Signor WoUemborg, also emphasise the importance of eu coimaging savings. Usimlly 
these rural Credit Societies have no initial capital, but receive savings deposits from 
membem and non-members, the interest on which varies from 3^ to 4 per cent. it 
is the deposits which furnish the means for making the loans, and only m so far as 
the deposits are insufficient do the rural Banks have recourse to other .sources of capital. J] 
On the 30th June, 1912, the deposits held by the Italian rural Societies amounted to 
about £3,970,000. 


* TeojAe's Bonis (Wolfi), p. 139. . 

tBepofi on Agria>dtuT(A Credit m,i Co-operation in Gernuinp, pp- AlV., lit. 
tPeojA-e’s Banks, p- 255. 

I An Ouilim oj the European Co-operative Credit Systems (Rom”, 1913), p. 

II Ibid., p. 60. 


Y 
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Efforts made in German Societies to attract deposits, 

361 . It is Tionecessary for us to multiply instances from other countries of the eminent 
success almost universally attained on the Continent by Ci'edit Societies in their capacity 
of receptacles for the small savings of the people. In many cases the amount of deposife 
received from non-members largely exceeds the deposits of the members themselves—a 
convincing proof that these institutions have secured the confidence of the pubHo. “ "WLeii- 
ever Co-operative Banks have shown themselves successful as Credit institutionsj they have 
done so because they first attained distinction as thrift institution.?, carrying out to the 
best of their ability Schulze’s standing rule of ‘ gathering up every fragment of spare 
cash in their district.’ ” 

It is obvious that no Society, no matter how secure it may be, can hope to attract 
deposits without making special efforts to bring its advantages as a Savings Bank iindei 
the notice of potential depositors. The following extract illustrates the endeavour made 
in Germany to stimulate thrift through the instrumentality of these Societies. 

“ Not only are members m-ged to bring in then- savings, but tbe savings of uou-membetB m ak 
welcomed ; and efiorts are made to reach all ages and classes in tlie district. Farm hands and aervante 
are recommended by masters to deposit pait of their wages with the Society ; teachers in schools distribute 
savings hooks ; savings hoses are given out free of charge ; and in many cases societies employ coHeotois 
who make wee^y visits to hou^s for the sate of savings cards of different denominations (from 6ii.iin te 
• •. This plan of obtaining deposits has been specially developed among the societies attached te 
the Hessian I nion ; in 1908 a total of £114,000 was thus obtained by some 180 societies tiia 
cent, of the total deposits held at the end of the year bv the 402 societies in 
tJus Union.”* ' ' “ 

The Pomeranian Union of Agricultural Societies in the years 1908 to 1911 sold no 
less than 450,000 savings boxes to the various Societies, which usually distribute them 
gratmtously amongst children, the keys of the boses being entrusted to the charge of tie 
Secretary to the Society, who entars the various amounts in a savings book. The savings 
deposits m 376 limited liability Credit Societies in Pomerania in 1 91 1 amounted to £l ,674 600 
or an average of ^,187 per Society. We believe that a savings box system might 
much advantage be adopted in connection with Credit Societies in Ireland 


See paras. 102- 
131. 


Difpeeences between Irish and German Conditions in regard to 
SAT inas Banks. 

H, have tkxragliout oiu Kepoithad occasion more than once to refer to the faet 

teat drftering conditions m various countries frequently render it difficult to draw useM 
institution in a particular country as a guide to ite 
u ^ Office and Trustee Savffigs Baiffis we Lave 

Pot? .'' 5' these organisations, and especially by the 
emuLssiscd tl, institutions in Irish rural communities ; and we have 

dTOoritoN?ml!« t Govranment security afiorded to Post Office Savings Banli 

winch are not in n divert such savings from these institutions to othera 

sec Stv ™ to furnish the same guarantee to the depositor-absolute 

In^Germanv fnnl'V ? ^ rate of interest without such security, 

maioritv - ™ ““ Banks, the great 

S cS^iOTWes Bouinmnal, District, or Urban institutions. That 

l7lnd ^v be seen 2 differ considerably from the conditions in 

ireland^may be seen from the foUowmg entraot from Mr. Cahill’s Report 

hanks are population by these societies in their functions as savii^ 

public savings banks besides numbers interest. Although there ai-e about 3,000 

Sver 3,000 iSahiSs aid S .Z ri mainly situatea in places with 

credit societies reach the small population, while the 17,000 ruisl 

nection with the public savinira ban^ ' b«+ “i® about 6,000 receiving agencies m con- 

representatives of the banks ?eing persons is not considerabk, the 

tradespeople &c ) and in marnr iio? • * -a principal occupations (teachers, parish officials, 

them L'.e»?neL“ Tcoorfc^^^ ““ ^ whether the depiL obtameHj 

depositor saves not only a good deal oftimp services of the rural credit sodety, the countiy 

neceeeery or iucidentel expeneee which may redu„e°tcX h"S^^ 

The Report goes on to point out that— 

the juajority of co^trWw^ere ^and depositing at interest was unfamiliar to 

itself an iustrnmenS “‘S' ‘r* 

tion. Money was previous^v pirt or 1? ? i ^ealth, but have provided suitable means for its reahza- 
considerable intervals^ in the nearest savinvs^ ^ V frrmhouse, or was only deposited, perhaps at 
little interest was usuaDv sacrificed btr money was so deposited, not a 

saciifaeed by retaining money till a suitable occasion arrived forlts deposit. 


• Report on AgHcultuml Credit and Oo-operation in Bermany, p. 77, 
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“ Deposits may be lodged with the vast majority ot coimt^ credit societies at almost any time ; in 
the case of most of the numerous societies vuited by the writer, the secretaries were willing to accept 
deposits whenever they were at home (the offices of these societies are mostly in the houses of the secre- 
taries). The times most favoured by depositors appeared to be the mid -day interval, the evenings, and 
Sundays from twelve to two. Some societies fix certain hours on one or two days in the week.”' 

Safeguards for depositors in German Credii Societies. 

363. In regard to the question of the safety of deposits in the German Credit 
Societies the Report states i — 

“ The security of depositors’ money is aafeguai-ded (o) by the fact that the society confines its opera- 
tions to a small area and to simple well-secured transactions ; (6) by the fact that its management is 
controDed by the Board of Supervision ; (c) through a general knowledge of the affairs of the societv 
being common to the bulk of the members ; (d) through regular outside audits ; and(e) finally, if all 
these safeguards should fail, through the individual and collective liability incurred by the members. . . 

“ The further legal provision that the total amount of the savings deposits that may be accepted 
and of the loans that may be contracted by a society, as well as the limits of the totals of tlie advances 
that may be granted to individual members, must both be fixed each year by the general meeting of 
the members, pi-eveuts the extension of business beyond the collective solvency of the members composing 
the society. It has been the boast of German rural societies of the Raiffeisen type that no money has 
ever been lost by them ; this statement has not meant that the societies, as such, have not lost money 
on rare occasions by fraud on the part of officials and by loss of interest, or of capital advanced, but that 
depositors or creditors have never lost their money. 'When sureties, or other security taken for loans, 
were insufficient to meet the debt of a defaulter, the ordinary assets, such as reserves and Bhare -capital, 
were drawn upon, and, finally the liability of members, when realised, always proved adequate. This 
boast has remained justified to the present time ; as regards depositors, one eminent Union director with 
along and special experience of credit societies remarked to the writer that no case had come to his know- See paras 430-1. 
ledge in which depositors in rural credit societies had suffered loss.’”^ 


Sense of security created by connection of German Credit Soci^ies u/ith the State Bank. 

364. In dealing witli the relation of the Prussian State Central Bank to the local Credit 
Societies, the Report points out that the known connection of the Societies with 
this State institution “ procures for them of itself a certain measure of confidence among 
the country population, and helps to attract deposits which constitute the largest part 
of their worldng capital.”f 

In his evidence at our Inquiry, Mr. Cahill also referred to the feeling of secuiity created i 87 S 7 
in depositors by this connection with the State Bank. “ I consider that in Germany 
the Societies are benefited by the fact that there is a State Banlc to which these Societies 
are attached through their own Central Banks. They say in a vague way ‘ our deposits 
are more or less guaranteed.’ ” 

Competition of Savings and other Banks with Credit Societies in Germany. 

365. It is clear that the German Credit Societies are in many districts feeling keenly 
the competition of other institutions. “ In the smaller country towns where small banlcers 
usually already exist, larger town banks are now establishing agencies or branches, and 
are seeking deposits with great energy. The public communal or districts savings banks 
also compete for the savings of the country people, and the number of these organisations 
is also increasing.”{ “The competition of the public savings banks, which, as a rule, possess 
the guarantee of the district or town in which they are established and are authorised 
to take trust and other moneys on deposit, is keenly felt by the societies. Latterly also 
these public banks have adopted a more active policy. A large number advertise regularly 
for deposits in the newspapers, not only of their own, but of more remote localities, and 
many have extended their business in new directions, such as by the opening of ciurent 

accounts, the issue of cheque books, and discounting of bills, &c.”§ ... 

An interesting specific illustration of this competition between Credit Societies and 
Savings Banlcs is that of the Wallhausen Savings and Loan Bank in Prussian Saxony. 

“ The Society has to compete for deposits with a communal and a district sayings bank, 
both of which are situated within easy distance of Wallhausen. It is at a disadvantage 
in two respects ; in the first place, the other savings banks are guaranteed by the commune 
or by the district, and may receive trust and public moneys on deposit ; _ and, in the second 
place, many country people do not care to leave money with a co-operative society, because 
there is often still an unfounded fear that the extent of their savings may become almost 
common knowledge.”|| 


COMPAEATIVE FAILITBE OF IrISH CeEDIT SOCIETIES TO ATTRACT DEPOSITS. 

366. In tkeii Annna.1 Eeports the I.A.O.8., from time to time have emphasised the 
importance of attracting deposits to the local Credit Societies ; but m spite o e excep 


* Report on, Agricultural Credit and Co-operation in Germany, p. 78. 
t Rrid., p. 290. J Ihid., p. 123. § Ihid., p. -80 
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tional success of some Societies in securing public confidence, notably MuUaghbawn (On 
Armagh), Columbkille {Go. Longford), Townacraan (Co. Mayo), Malin (Co. DonesS 
Ballyragget (Co. Kilkenny), and Moyne (Co. Wicklow), we cannot but think that the re^t 
of twenty years’ working of the co-operative or^t movement in Ireland is, in tS 
respect, extremely disappointing. Of the 163 Societies whose Returns appeared in the 
last published Report of the I.A.O.S., 65 Societies, or 40 per cent., had either made no eflort 
to secure deposits, or had entirely failed in any effort made. Of the 98 Societies returned 
as having deposit, 37 held deposits of less than £100 in amount. 


Over half the total deposits of Credit Societies in Ireland held by fourteen Societies. 

367. The failure of the movement in this important respect is further seen from the fact 
that out of the total of £27,290 held in deposits by 98 Credit Societies, £14,154, or over 
one-half, was in the possession of only fourteen Societies. 

The following are the names of these Societies, and the deposits held by them on 31gt 
December, 1911. 




Amount 

Name. 

County. 

of 



Deposits. 

Mullaghbawn 

Colui^ldlle 

Armagh 

Longford 

£ 

2,177 

1,499 

Townacraan 

Mayo 

1,254 

Malin 

Donegal 

1,242 

Ballyragget 

Kilkenny 

1,150 

Moyne 

Wicklow 

1,072 

Inniskeen 

Monaghan ... 

940 

Greencastle 

^rone 

Kerry 


Lobar 


Geesala 

Mayo 

717 

Cloone 

Middletown .... 
Donaghmoyne and Lis- 

Leitrim 

Ai'magh 

682 

671 

doonan 

Monaghan 

682 

Togher 

Wicklow 

565 



£14,154 


Classification of amounts of local deposits in Credit Societies, 

S68. Tlic following Table shows at a glance the number of Credit Societies in Ireland 
which m 1911 possessed local deposits of the amounts indicated, with the proportion which 
each class bore to the total number of Societies furnishing Returns. 


Number of Societies, fuiiushing Returns for 1911, 


No deposits 

Total deposits under £60 
Between £60 and 100 
100 and 200 
200 and 
300 and 
400 and 
600 and 
600 and 
700 and 
800 and 
900 and 1,000 
1,000 and 1,500 
1.500 and 2,000 
above 2,000 


400 

500 

600 

700 

800 

900 



Percentage of 
Total Number 
of Societies. 


39-88 

15-95 

6-75 

12-27 

5- 52 

6- 75 
4-29 
1-23 
1-23 
1-23 

-61 

•61 

3-07 

•61 
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In addition, 43 Societies were recorded by the I.A.O.S. as not working or not started, 
while in 30 other instances no returns were furnished by the Societies. In these latter 
cases it is impossible to say_ whether the Societies did any business during the year, or were 
in possession of any deposits. 


Analysis by Provinces and Counties op Deposits in Credit Societies 

369. The following is an analysis of the deposits of the 163 Credit Societies which 
furnished Returns, as spread over the various Provinces and Counties of Ireland : — 


I Amount of Numher 


Leinster. 

Carlow 
Dublin 
Kildare ... 
Kilkenny ... 

King’s 
Longford ... 

Louth 
Meath 
Queen’s ..1 
Westmeath 
Wexford ... 
Wicklow ... 


Societies furnishing 

possessing Returns 
Deposits. to I.A.O.S. 



£ 



Ulster. 




Antrim 

— 


• — 

Armagh ... 

4,047 

6 

6 

Cavan 

1,493 

9 

9 

Donegal ... 

4,392 

16 

19 

Down 

— 

— 

— 

Fermanagh 

— 

— 

2 

Londonderry 

— 

— 


Monaghan 

1,601 

4 


Tyrone 





12,519 

36 

45 

Munster. 





47 

1 

5 


20 

1 

3 

Kerry 

1,141 

7 

9 

Limerick ... 

359 



Tipperary 

— 

— 


Waterford 


— 



1,567 

10 

22 


Connaught. 

Galway 

Leitrim 

Mayo 

Roscommon 

Sligo 


Total for Ireland 


870. From these figures it will he seen that there rrerc no Credit Societies m 
the Counties of Antrim, Down, Waterford, Carlow, Dnbhn, Kildare or Westmeath ; and 


Printed image digitised by the University of Southampton Library Digitisation Unit 




160 BEPAJRTMENTAL COMMITTEE ON AGKICULTU-RAL CREDIT IN IRELAND, 

that there were no deposits in the Societies in the Connties of Femanagh, Londondetty, 
Tinnerary and Eng’s Co. In the counties of Clare, Cork, Louth, Meath, Queen’s Co. 
and Koscommon the deposits did not amount to £250 in any County, while in CorkmJ 
Koscommon, they were as low as £20 and £30 respectively. Counties Donegal and 
two districte where the operations of Credit Societies are admittedly most required, bid 
pride of place in respect of deposits, these two counties accountmg for no less than f8,6oo 
of the total deposits of Ireland. If to these be added Co Armagh with deposits of £4,047^ 
it will be seen that almost one-half of the total deposits for the 32 counties of Ireland aie 
held by these three counties. Again, in examining the figures for these three counties 
it will be found that almost one-half of the deposite are held by fi^e Societies only, out of 
a total of 69 Societies. In fact, these five Societies {i.e. MuUaghbawu, Townacrann, 
Malin, Geesala and Middletown) hold almost one-quarter of the total deposits of the Credit 
Societies in Ireland. 


Taking the country as a whole, the deposits in the Credit Societies amount to about 
£850 per county, an infinitesimal proportion of the savings of the rural population. Such 
an amount ought, we believe to be available in almost every parish in the country for 
the purposes of a Credit Society, if only the confidence of the small depositors could be 
secured. That there are ample funds available in rural districts is clearly evidenced from 
the remarkable Post Office Savings Bank figures which we quote elsewhere. A fractional 
part of these savings in most parishes would, if diverted to a Credit Society, supply file 
latter with adequate capital. 


Societies' Borrowing Poivers Act, 1898. 

371. The Friendly Socidies Act, under which the Credit Societies have been registered, 
does not admit of capital being raised by contributions from non-members. In the earlier 
years of the movement, this limitation of the borrowing powers was found by the I.A.O.S, 
to be a difficulty in the way of expansion. Attempts had been made to surmount tbe 
obstacle by having funds advanced by the Congested Districts Board to members of the 
Committees of Credit Societies for agriculture purposes, who iu turn deposited these 
loans in their own names in the Societies, the loans being then used for the specified purposes 
according to the Rules. This, however, placed an unfair share of responsibility upon the 
Committee members, since they were thus the only mark for creditors in case of failure 
to fulfil engagements entered into with outsiders. A Bill was therefore drafted to enable 
Societies which declared no dividend or bonus, and which lent only for approved purpose, 
to borrow from persons who are non-members. 

This Bill became Law in 1898, under the title of the Societies' Borroiving Poivers Ad* 
This useful Act materially assisted the movement, in enabling capital to be provided 
by way of deppsits and loans from non-members, and there is little doubt that but for it 
the figures of the deposits in Credit Societies would be much smaller than they are. 
have no reliable data upon which to form a conclusion, but we are certain that by far 
the greater portion of the deposits received by the Societies belong to non-members. It 
should be noted, also, that under the Friendly Societies Act,'\ a Society is not permitted 
to receive from its members in deposits more than two-thirds of the amount advanced 
by the Society in loans — a limitation dealt with by us in the Section on Surplus Deposits. 

In spite of the limited number of Societies which have attracted deposits — a number 
smaller in 1911 than five yearn previously — the total amount of deposits has steadily 
increased in recent years by over £2,000 per annum.J At this rate of progress, however, 
it would necessarily be a very considerable time before these Societies as a whole could be 
considered as fulfilling to any appreciable extent the important function of utilising local 
savings for the benefit of rural credit. 


The Question of the Security of Deposits in Credit Societies. 

372. In our examination of witnesses who represented Credit Societies we devoted special 
attention to the question of deposits, and to the causes o f the success or failure or each 
Society in this matter. We also endeavoured to elicit suggestions in the direction of 
gaining for Credit Societies in a much greater degree than at present the confidence of the 


*61 and 62 Viefc., c. 15. 

•fSee Sect. 46 (<i} of 59 & 60 Viet., c. 25. 

1 The figures not yet published, for the year 1912 give the total deposits as ^30,468, and the aumtei 
of Societie® possessing deposits as 110. 
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small depositors in the neighbourhood. We propose now to give some typical extracts 
■from the replies which we received, A review of the evidence shows that in many cases 
the suggestion was made by witnesses that, in view of the Government security attached 
to the Post Office Savings Bank, and of the general reluctance on the part of small rural 
depositors to incur risk, Credit Societies could not hope to succeed to any considerable 
extent in competing with the Savings Banks, unless something in the shape of a Govern- 
ment guarantee for the safety of deposits, or at least Government supervision and in- 
spection, were to be established. 

We have been impressed with the fact that in the case of most of the Societies which 
have already attracted a large amount of deposits the success in this respect is due 
to the high degree of confidence reposed by the locafity in a particular individual, as for 
instance the Secretary, or the Chairman, or a well-known clergyman who has taken an 
active interest in the working of the Society. We have even met with cases of Societies j. Brett, sos, 
being forced to refuse deposits offered to them, so fully has their management inspired 
confidence. Ballyragget Credit Society is a signal illustration of this ; hut we believe 
such instances to be of comparatively rare occurrence. 


Evidence in Javov/r of State guarantee for the deposits of Credit Societies. 


373. The Credit Society estahhshed atMaUn,CountyDonegal, is one of the most success- 
ful in the country. In respect of the amount of deposits (£l,242) held_ on the 31st 
December, 1911, it took fourth place inireland. The district in which it is situated is one 
which is exceptionally good soil for the operations of a Credit Society. This Society is also 
conspicuous for the fact that its total capital is composed of deposits, there being no loan 
capital or overdraft at the Joint Stock Bank. Its Reserve Fund (£197) is the second 
largest of any Credit Society in Ireland, being onljr exceeded by that of the Geesala Society, 
County Mayo. Much of this all-round success is due to the personal efforts of Rev. J. 
Morris, Parish Priest of Mahn, who gave evidence before us. The following is an extract 
from his evidence : — 


Q. “ According to tlie latest R^orts of the Post Oface Savings Banks throughout the country, there 
is £4,579 in the Malin Post Office. Don’t you think that that money would he better employed in helping 
the farmers about Malin, than in going to London ? A.^ Yes ; that is what we are on — to get our o's^ 

capital developed. There is no want of money, as I said bef(,re. The question is to regulate it to 
give a reasonable interest to the owners — and to benefit the poor. _ , n 

Q. “ "Would it not be mote desirable that local people should put the money into the local Credit 
Society than into the Post Office ? A. If they consider it is equally safe, got a decent return. But 
why should not the Government step in and strive to make the local Credit Societies almost as sate as 
the Post Office ? 

Q. “ You think that should be done ? A. It would help. , n ^ 

Q. “ To provide capital ? A. Yes ; that is the very point I imply in my closer Govemmeut 
inspection, and, as I said, share in the responsibility.” 


144100 8. 


The witness went on to describe the nature of the Government protection which he «cepara. 025. 
would suggest— a subject to which we shall refer again when deaUng with the inspection 
and supe^isioii of Credit Societies ; but we have quoted his opimon m regard to the 
greater security desirable for depositors in these Societies because such a proposal must 
carry considerable weight seeing that it was made by a _ representative of a Society 
which seems to have hitherto found little difficulty in obtaimng deposits. _ ihe same 
views were expressed by many other witnesses, some of them representing Societies wmen 
had also been fairly successful in obtaining deposits. 


374. Mr. Hemy Doran, member of the Congested Districts Board, ^id in his 4830. 
evidence In substitution for the assistance now given, I suggest that the Department 
of Agriculture should give a guarantee for depo.sits to a specified amount m respect _ot tne 
non-congested districts, and that the Cor^ested Districts Board sho^d do ^ 10714 - 5 . 

the congested districts.” Reverend J. O’MaUey, p.p. (nominated by the Co. Mayo Co^ 
mittee of Agriculture) said “ If there was a further guarantee--s_ome collateral secuiity 
that their deposits would he safe without legal trouble, it would he a good tmng^ . . 
a security from any of the Government Departments. Mr. H. Byrne, J.P., of ivioney 
more, Co. Londonderry, who has taken much active interest in the 16928 , iss 

tion, said I will 4 you what I think is an absolute uecessity-some kmd of Gojera 
ment supervision, the Govermnent’s name attached to it to give ij v. 

™ Soyenment security or guarantee that “7 
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securities would find its way into these banks. . . I don’t think these Societies will e,a 

succeed imless you have something to give the famers greater confidence. . . . a 

the Department would say, ' we mil guarantee that any deposits up to £500 in connectioa 
mth this bank wiU be scoured to the depositors ’ it would then work, I think. 


J. Dunlop, 
16193-4. 


B. J. Muvphy, 
5358-62. 


Further evidence recommending State action /w greater security of depositors. 

376. A small farmer and Secretary of a Co-operative Agricultural Society in County 
XiOndonderry in dealing witli tke (question of tlie establishment of a Credit Society 
asked : — 

“ Do you tJiiiik that the Society could attract local deposits ? A. I don’t believe so, unleBe 
the depositors were under the impression they were investing in Government fimds. 

Q. “ They must have a Government guarantee ? A. Yes. 

A farming witness, a member of County Kerry Committee of Apiculture, who had 
taken a leading part in the establishment of a Co-operative Agriculture and Dairy Society, 
on being asked if there was idle money in his locality lephed : 

“ I know there is. I know of several instances where money is deposited in the Post Office and 
Joint Stock Banks at current (generally small) interest. 

Q. “ Do you think if confidence were established that money could be attracted to the bank ? A. 
Yes ; some money has been lodged in our Creamery, and we allow 4 per cent, on it. Some memters 
allow money to accumulate to their credit and other members overdraw their accounts. 

Q. “ You think you would have a good prospect of getting local deposits ? A. \t there was confidejice 
in the Credit Society I am sure there would be deposits, if there was some guarantee. 

Q. “ Have you thought what that guarantee might be 1 A. If there was some Government guarantee- 
at least sometiiing beyond local security to attract the deposits — at first at all events.” 


16615-C. 

Dr. Morrison, 
14339-63. 

J. Oweus, 13668. 
P.M'Bride 14041. 
J. M'Master, 
14903-9. 

J. M'Eldowney, 
16113-6. 

W. Stuart, 
16321-3. 

P. Dillon. 176S0. 
M. M'Neiis, 18688. 
Rev. J. Camody, 
6027, &c. 


The following is an extract from the evidence given by Eev. E. O’Reilly, p.p., of 
Kilcormae, Tullamore, who expressed his approval of the general system of Credit 
Societies, but not of the details of their working ; — 

Q. “ The question is, how are we to get that local money ? A. 1 would moke another suggeshoa. 
There is at present no central control. There is no confidence in the hanking power of the people engaged 
in these Societies. I would not lodge money in them as a mere speculation, hut I might do so thi'ough 
charity. I believe that the iaimers who have money would like to go to some place where there is 
financial security, and where they are sure there would he no defalcations. 

Q. “ Do you think that if security of a satisfactory kind were provided that people would deposit 
their money in the local Credit Society ? A. Yes.” 

The Secretary of the Dromiskin Agricultural Credit Society, County Louth, in referring 
to the question of the Government security offered by the Post Office Savings Banks, 
said : — The country people do not consider this matter as an ordinary business man 
would consider it. Some country people who have lent money have never got it back, 
and they want to guard against that. They do not mind so much about the rate of 
interest as the safety of their deposits.” 

Extracts from the evidence to the same effect could be multiplied if space permitted, 
We give references in the margin to some of this evidence. 


10461-60. 


Evidence against principle of State guarantee for deposits of Credit Societies. 

376. Several witnesses at our sittings strongly deprecated any Government securityin 
connection with Credit Societies. The following is an extract from the evidence given by 
Mr. J. Adams, I.A.O.S. Organiser for Ulster : — 


agree that there must he a Government guarantee to make these banks successful in 
this locality ? I should be very soxiy to see it. 

ta \ have stated that there should be a Government guarantee ? A. My opinion 

would be that if you get a Government guarantee you at once destroy the sense of responsibility, 
dep destroy the sense of safety — safety is what we axe dealing with as regards the 

Q. The Conmuttee would be the fii'st mark, the Government would only be the second! 
listening to the evidence here, I heard two witnesses suggesting the guarantee of the Government, 
and It struck me that m that case the members of the Committee would not have the same interest in 
he Society, because they would say that the Government would pay any debt that was due. 

J V-- Ihe Government would only guarantee that there woidd be no loss to the depositors. A- I 
do not it wo;dd be conducive to good management at all. 

y. Do you think it would do any good to try and start Societies here without the Government 
GoTOmment guar ^^® tesponsibility personally of starting a Society with a 

. think you would meet with any success without a Government guarantee, having regard 

to the evidence given befoie us ? A. It would be better not to have them at all then, I think.” 
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Other witnesses also expressed views in the same direction, but as their e\n.dence 
dealt rather with the question of State supervision than of State guarantee for deposits, 
it will be referred to in the Section dealing with the Inspection and Audit of Credit Societies, see paraa. 624r-5* 


Desirability of State responsibility for the supervision of Credit Societies. 

377. Your Committee fully realise that much injury would be done by any Government 
action which would have the effect of weakening the sense of local responsibility for the 
good management of a Society. Adequate safeguards against this risk should therefore 
be provided ; and this we believe can readily be done. We do not propose to deal here 
with the details of such an arrai^ement, as the subject can be more properly considered 
in the Section dealing with the mpecbion and Audit of Credit Societies. We have 

referred above to the sense of security felt by depositors in German Credit Societies, para. 364. 

partly owing to the connection of these Societies with the State Bank. The weight of 

the evidence received by us has been undoubtedly in favour of some State intervention 

for the security of depositors. If the suggestions for supervision, inspection, and 

audit made in our Eeport be adopted, we feel assured that such a scheme would 

result in the gradual development of a sound system of Co-operative Credit _ Societies 

which would, in process of time, gain the complete confidence of the rural depositor. 

378. The proposal made by several witnesses that the deposits of Credit Societies See paras. 373, 
should be definitely guaranteed hj_ the State was carefully considered by us. The majority 

of vour Committee do not see their way to make a recommendation to this effect. 


Desire for secrecy in regard to Deposits and Loans. 

379 The fact that there is a Post Office Savings Bank in practically every village of 
any size is undoubtedly a feature of Irish rural life which greatly increases the difficulty 
of attracting deposits to Credit Societies. The latter do not offer the _ same security, 
while the comparative secrecy which is supposed to attend the operations of the Post Para. 104, 
Office is another strong influence tending to draw deposits to it. Most borrowers 
are much averse to their financial needs becoming known to then- neighbours, 
and the same desire for secrecy usually exists in the case of those who have savings to 
deposit. This very, general reluctance to allow one’s neighbours to become aware of 
one’s financial position was referred to by Mr. Thomas Porter, an Inspector of the Depart- 
ment of Agriculture, who has had experience in connection with Credit Societies to which 
advances have been made by the Department ; — 


“ I attribute the failure to get deposits, partly, perhaps, to a geueral ignorance on the part of the 48S3. 
people as to the system on which these Societies are worked. They have a httle hesitation to deposit 
their money with a committee of people whom they know quite well. They cannot qmte qi idea 

that their neighbours, Michael Rafferty and John Brown, can have the capacity to woik a bank. Unhl 
the people have some experience of the Society, they have some hesitation m lodging their money in it , 
hut? think there is another re.ason that is operating largely, aiid that is the great objection which tha 
small farmer in very many parts of tire country has to let Ms neighbour know what capital be posse^^ 

That is so strongly in the minds of the people that a man with capital will actually go to a hank to boirow 
money in order to let it be thought that he had not money, and that, therefore, he could not afford to 
go Sirity for people or to lend money. I have known that to occur several times. 


Tke efficient working of a local Credit Society does much after a time to remove this 
feeling of distrust ; but meanwhUe it is distmctly a serious factor to be reckoned with. 


Failures of Loan Fund Societies have adveisely affected Credit Societies. 

380. Another reason which accoimts to a considerable extent for the reluctance of the 
small farmers to place their savings with Credit Societies or m T 

by them as absolutely safe is to be found in the 
Societies, which we have referred ’to elsewhere. Large 
heavily in connection with these Societies, and learned a bitter lesson 

fidence. Many of them had beheved that the Loan s,e p,va. 237 . 

the supposed Government security was therefore confidenth re le ^ . A proved an 

and others. The failures thus associated with so nany Loan 

almostinsuimountable obstacle iu many districts to the wmmng , . ? | believe 

in Credit Societies, nor -will the baneful mfi\ionce-o£ these past losses disapp ■■ . 

for a long time to come- z 
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The Rate op Interest on Deposits op Credit Societies. 

381. The existing Rules for Credit Societies lay down that the rate of interest payable 
on deposits must not exceed 4 per cent, per annum. One month s notice of withdrawal 
of deposits is req^uired. ” The Society shall not be held bound to receive deposits, and 
if the Committee of Management be unable to use for the benefit of the members the wbok 
of any amount which may have been deposited, it may return any such amounts on giving 
one month’s notice of its intention to do so ”* 

Ttaie of Interest not so injiiimtial as security in attracting deposits. 

382. Your Committee have found that the rate of interest paid on deposits variesinthe 
different Societies,, within the maximum hmit of 4 per cent. The witnesses who have 
dealt with this subject have been practically unanimous in expresshig the opinion that 
depositors are much more influenced by the question of the seciuity for their deposits 
than by the rate of interest offered. The fact that the Post Office Savings Banks, though 
offering only 2| per cent! to depositors, have been entrusted in Ireland rvith over 13 
milhons, is a convincmg proof of the value attached to security, while fui-ther evidence 
in the same direction is afforded by the enormous sums (over 62 millions) held by the hish 
Joint Stock Banks in deposits and cash balances, though only 1-| per cent., and even less, 
is as a rule paid by these mstitutions to depositors. 

383. On the other hand we see no reason to doubt but that, given a sense of security, 
the small rural depositor would be willing to transfer his savings from the Post 
Office to a local Credit Society for the sake of earning an additional 1 per cent. We 
believe that in process of time the willingness to make such transfei' would be con- 
siderably increased by the growth of the co-operative spirit, and the realisation of the 
fact that the depositor’s money was now being utilised productively for the benefit of his 
friends and neighbours, instead of being sent to England for investment in securities, 
A depositor with a considerable amount in the Post Office need, of course, transfer only a 
portion of such sum to the Credit Society, should he specially desire to conceal from his 
neighbours the total amount of his savings. 


Se« paras. 445-6. 


Relation betiveen rotes of interest paid by Savings Banks and by Credit Societies. 

384. In Germany, unhke the United Kingdom, the Savings Banks are autonomous 
organisations, and can vary the rate of interest allowed on deposits so as to suit local condi- 
tions. Some pay 3| or 4 per cent., while others find 3 or 3jper cent, sufficient to attract 
ample deposits (especially as Joint Stock Banks have notreached the same development asin 
this country).^ The interest paid by Credit Societies in Germany is largely influenced 
by the rate paid by the neighbouring Savings Bank, and usually exceeds that rate by from 
J to I per cent. In 1910, about 52 per cent, of the Societies in the Raiffeisen Federation 
paid over 3| per cent on deposits.f 

^ similar basis of calculation would prove effective in Ireland, i.e., the 
Credit Societies to their depositors should exceed, but not by a large margin, 
the 2f pCT cent, paid by the Post Office Savings Bank. The precise rate of interest, how- 
ever, to be allows by any Credit Society is a question which must be decided by the 
Committee, with due regard to local circumstances, Should it be found that deposits come 
m slowly it may be necessary to raise the rate ; while, on the other hand, a Society which 
flnds that it cannot fully utihse in loans the deposits offered to it, may find it desirable, 
li not essential, temporarily to reduce the rate of interest. The important question of the 
advisabihty or otheri^e of surplus deposits (i.e., those deposit which are not required 
S W i"? Proses) being accei;ted by a Credit Society is dealt with by us elsewhere. Rie 
rate o± interest allowed on deposits has naturally a very direct bearing upon this subject. 

Maximum Rao^ of 3J per cent, per annum on Deposits recommended. 

^ borrowers for loans advanced is also intimately 
question of the mterest aUowed to depositors. The expenses of a 
e^’ the Seoietaiy, must be defrayed from^the profite 

thrSte nf iuWeS I* j proceeds of the difierence between 

by the Society to depositors, 
source? ’ ew D«P”tments, for the money obtained on loan from these 

s ources. We consider that a charge of ej per cent, per aiAum (equal to Ijd. per £ P g 

• fee Rule Xlli., appendix 22 to Mmutes of Bvidenoe 
t Eipon on AgnouUural Cred.it and Co-oporalkm in Oenmny, pp. 79-80. 
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month) seems on the whole, for reasons given elsewhere, the most desirable normal rate to See paras, 
be charged to borrowers. That rate has accordingly been inserted in the Draft Eules 
submitted with our Report.* Many Societies are at present in the habit of paying 4 per 
cent, for their overdrafts from the Joint Stock Bank, while charging only 5 per cent, to 
boii’owers. The margin of 1 per cent, is, even on a fairly large turn-over, usually much too 
to pay the ordinary expenses. Tkom the Annual Reports of the I.A.O.S. it appears 
that a number of Societies each year return a loss instead of a profit. In the year 1911, 
for instance, 19 Societies reported a loss, while 12 seem to have just succeeded in making 
ends meet. This result has been mainly due to an inconsiderable turnover, and the 
existence of too narrow a margin between the rates of interest on deposits and loans. 

After a good deal of consideration, we beheve that the normal rate which should 
be paid to depositors is 3^ per cent, per annum. This rate would exceed by almost 1 
per cent, the amount paid by the Post Office Saving, s Bank, while another point in its 
favour is that it is easy of calculation by local secretaries, being equivalent to a charge of 
8d. in the £ per annum'. Taken in conjunction with a charge of 6J per cent, to borrowers, 
it leaves a margin of practically 3 per cent, for profit, assuming all the deposits to be turned 
over as capital once in the course of the year. If a Society wins the confidence of the 
people in a district, there is little doubt but that the offer of 3^ per cent, on deposits will 
siiffee to atti-act local savings. Even when the Ballyragget Society reduced its rate of 
intemst from 3^ to 3 per cent., the change caused no withdrawals of deposits. 


Deposits not desired by Societies when Funds can he obtained more easily and at lower rates 
from Banks or the State. 

386, Another strong reason, for fixing the maximum rate of intei'est on deposits at 3-J- per 
cent is that this rate is lower than that charged by the Joint Stock Banks on overdrafts 
to ci-edit Societies, i.e., 4, per cent, as a rule. U the depositors receive a rate eqml to or 
higher than that at which tends can be had from the Banks or State Departments, there 
is a distinct danger that the Committee of the Society will make little effort to obtam 
deposits, and will even discourage them. Of this tendency we receded ample 
con&mation at our Inquiry. It was evident that many Societies had no desire to a^ept 
deposits, and that they were actuated in this pohcy by two main considerations Pii'st, 
the dealing with depositors naturally entails much more trouble to_ the officers ot the 
Society both in soliciting deposits and in the subsequent transactions connected with 
receipt’ and withdrawals, than is involved in the convenient plan of securing a permanent 
overdraft with a Joint Stock Bank or a loan from the Department of Agriculture or the 
Congested Districts Board. Secondly, interest at the rate of 4 per cent, is usually payable 
oa deposits under the Rules of a Credit Society, while tads can be had, as a rule more 
easily from the Joint Stock Banks at the same rate, and from the above-mentioned Mate 
Departments at the lower rates of 3 or 3^ per cent. ■ , , , ■ . + 

As there is thus under the existing arrangements both a comiderable savmg of tiouble, 
and frequently a saving also in interest paid, by resorting to other sources of capital than 
local deposits: it is little wonder that the thrdt side of the Irish 

has made so little progress, especially vAen the other obstacles which have theiy oot m 
the general reluctance amongst possible depositors to reveal any of then financial aSam 
to a Committee of their neighbours are taken into account. , . i i 

In the Section dealing with State advances to Credit Societe we have recoimnended, 
for the reason above indicated, that in the case of any State loans allowed to 
remain with Societies — and such financial aid should he given, in our opmion, ^ on y 
rve^:^ep"cases-^^^ rate charged by the State Department concerned should 

be at least 3| per cent. 


The importance of attracting small deposits. 

387. The proposal that a higher rate of interest shordd be .P™ 
on large was Lnsidered by us. There are several reasons “ that 
see our way to making any general ^commendation “ 31 p^cent. 

if any difference be made, it should be m the dnection ^ 

on large deposits, not by offering niore than thffi rate goeiety^shfuld 

that from every point of view it is better that the local 'Jeposd ^ 
be obtained in a large number of small su ms than m a fe wer number of considera ^^ 

* See Eule 30, p. 394 of Eepoit, and Enle 25, p. 401. 2 2 
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amounts. The accumulation of the small savings of the people encourages thi’ift a h 
extends more widely the savings bank side of a Society’s operations. Again, the Soci t 
itself runs less risk from the liability to sudden and unexpected withdrawal of denoJt^ 
if the latter be composed of comparatively small individual sums. Several ins^ ’ 
have come under our notice where considerable inconvenience was caused by a denosiS 
unexpectedly withdrawing a large deposit. The existence of a potential bank overdid 
to some extent obviates the inconvenience arising from such a cause, but the gener i 
advantages on various other grounds of the encouragement of .small deposits are ve 
considerable. • ^ 

We have in our Draft Rules emphasised the importance of this aspect of tW 
question of deposits by making the larger deposits subject to a slightly longer 
notice of mthdrawal. We have also proposed that the limit for individual deposit^ 
Credit Societies should be £50 (unless with the special sanction of a General Meeting] 
and that the maximum amount to the credit of any depositor should not exceed £100 * ' 


CONCLUSIONS. 

388. The following is a summary of our main conclusions and recommendations in 
regard to deposits in Credit Societies. 

(а) One of the most striking features of co-operative rural credit on the Continent 
has been the enormous development of the thrift side of the movement in spite of tk 
competition of Public Savings Banks, and similar institutions. 

(б) In the Irish Credit Societies, on the other hand, the failure to attract deposits 

has been very geneml. Out of 163 Societies. 65 had, in 1911, no deposits whatever, while 
only 61 had deposits exceeding £100. Of the total deposits of £27,290 for all Ire and 
over half was held by 14 Societies. ’ 

_ (c) Although there has been an increase in the total of deposits, there is, imfoitunatelv 
no indication^of any comiderable increase in the number of Societies attracting depositi 
ike increase m the total amount of depo.sits has been almost entirely due to the addition 
to deposits in the cases of a small number of Societies. 

M V Sfi obstacles to the growth of deposits in Credit Societies in Irelapd are 

competition of tie Post Office Savings Banks, which oflei- Government seouiito 
secrecy ; (2) the widespread reluctance of persons with savings to allow 
f ™ “eighhouis ; (3) the distaust in many instances of the 
t * fr 'cceJ Coi^ttee ; (4) in some distriote the disastrous results 
Sooieties ; and (6) the fact that funds could Mtkerto 
LrSKCiZleS”' Departments or Joint 

actuifwoi^‘on3do°L*® e^dedce received by us from those comiected ivithfc 
S ae SoSties w ■ ^ representative of the membersHp 

fvi^to SffiiL 1 Agidculture taking steps will 

StItrsuneSoX wL depositors. They urged that without some suei 

imde? aSmicdhmalXX'' to the establishment of a system of Credit Societies 
Advi- o?v 1 Agriculture (assisted by an 

foSTd “<“*• “‘■Ptoion and supertiion, 

is httle doubt but that the o uX ^ ^^®.P^cper management of the Societies, there 

in atteactffig’s^ng”**^iae°m^^^^^ a factor as security, 

would be hiSher thL th.t j u S *’ 0P™c“. exceed 3| per cent., wMoh 

as that naS^ to tir“ >>ot so high 

exceptional casps whe^vo Banks for advances on overdraft. In those very 

the rate charged should be aUea^st sTper ^ 

deposits below S'pS°o«it*Tn certa^ empowered to lower the rate of interest on 
should be given by Credit Societies indicated in our Beport, Preference 

latter shoulf also be aoSel stott m 

amounts. ^ ] ct to a longer notice of withdrawal than the lesser 


* See. Rules 26-8, p. 394 of Report, and Rules 21-3, p. 401. 
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(d) SURPLUS DEPOSITS AM) CENTRAL CREDIT INSTITUTIONS. 


The consideration of the subject of deposits in Credit Societies involves two special 
■problems of some difficulty which are so closely connected that they can be most con- 
veniently dealt with together, and apart from the more general aspects of the subject, 
treated of in the preceding Section. 


The Problems of Surplus Deposits and Central Credit Institutions. 

389. The fimt of these is the question as to the desirability or otherwise of a Credit 
Society’s accepting deposits from its members and others, in excess of the amount which 
the Society finds itself able to lend to its borrowing members. This excess of deposits 
over the normal borrowing requirements of the members of the Society we shaU, for 
convenience’ sake, hereafter term “ sxr^lus deposits.” 

Closely connected with this question of surplus deposits is that of the formation of 
a Central Credit Institution. It is evident that if various local Societies were to accept 
in deposits considerable sums beyond what they could profitably utilise in loans, the 
existence of a Central Institution to act as a “ clearing house ” would become essential, 
in the absence of other suitable place of investment where the surplus deposits could be 
placed at short notice of withdrawal, and at a rate of interest at least equal to that ^iven 
by the Credit Society itself to its depositors. This Central body would be in a position 
to receive surplus funds from some Societies, and to lend these funds to other Societies in 
which the deposits or other capital failed to attain the amount normally required for issue 
as loans to boxTowers. _ . 

The business of a Credit Society is, as a rule, carried out upon the assuniption that 
local deposits, with other sources of capital, will be adequate to meet the credit needs of 
the locality, and that, on the other hand, these needs will be approximately suf&cient 
for the utilisation of the total available capital. But local circumstances are apt to cause 
a considerable variation in this normal balancing of demand and supply. Deposits w^ 
tend to increase largely in one district, w’hile in a neighbouring district they may be 
obtained with difficulty. We have had evidence of this fact during our Inqmry. 


Need for elasticity in funds of Credit Societies. 

390. Another feature in the case is that the rural Credit Society operates in a com- 
paratively small area, while the majority of its members depend, as a rule, tor_ th^ 
livelihood upon the same source, i.e., agriculture. But, as we have pointed out m the 
introductory portion of our Report, the agricultui'al industry is -one which creates an 
exceptionally laree demand for capital and credit at certain seaso^ of the year, while at 
other seasons this demand is much diminished. Money, again, is usually scarcest with 
farmers at the season it is most required. For these and other reasons it is a matter 
of importance that local Societies should have readily available some resource by which 
the supply of capital at their command may be rendered more el^tic ; so that sudden 
ivithdrawals of deposits ox unexpectedly lai-ge or numerous apphcations tor loans may not 

stock Banks, tkat tkey oam.ot as^ s,-,. 

make advances for so long a period as 8 or 10 montlis. *1“* f 

funds is held at caU or at^compaiatively short notice. This difhoultj;^ can be 
in the case of Credit Societies by baviiig wbat has been termed a money 
place ”• where the Societies may obtain capital when their own resources are msufhcient, 
or may lodge their surplus funds. On the Oontment the necessary elasticity m ™ 
of Credit Societies has been obtained chiefly by tbo formation of a laige “ 

Central Banks. In Ireland the object bas been partially attamed^so far as obtommg 
additional capital when required is concerned— by means of potential overdraffe at tee 
Jomt Stock Banks ; but the problem of how to deal with surplus deposits m Societies 
has hitherto remained untouched by this arrangement. 


Two tyfes of Ce^itral Credit Institution. 

391. In regard to a Central Credit Institution, the further question arises “ 
its functions should be merely those of a clearing house, or common ’ 


•Artdcl. <m ■■ C»WI of Neumiod." ill Report oj Hth Gong, ess of Hierrtatioml Oo-operoUvs Allm.ce, 
1904, j>. 365. 
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purpose of equalising excess and lack of capital over the various Societies of the coiuitiv 
or whether sucli functions should be extended so as to comprise all the ordinary operations 
of banking, including the investment of funds in suitable secuiities and the reception of 
deposits from outsiders. This latter type of central body is usually termed a “ Central 
Bank.” As we shall see, any central body attempting to confine itself to the functions o{ 
Paras 421-2 ^ clearing house is soon met by difficulties which usually lead to its undertaking the rfile 

of a fully-fledged banking institution. 

Central Banks in Germany. 

392. It is natural that in Germany, the cradle of co-operative credit, Central Banks 
should have attained their highest development. A very high proportion (over 90 per 
cent.) of the working capital of rural Credit Societies in Germany consists of deposit, 
See paras. 359-61. The sa\’ii^s deposits amounted in January, 191-0, to the huge sum of £92,429,000, and 
the deposits on current account to £10,865,000. It is obvious that with this accumulation 
of large funds in the local Societies, the question of the formation of Central Irustitutions 
or Banks soon became a vital one. To quote Mr. Cahill's Report - 

“ Prom tie begiiming, Eaiffeisea recognised the necessity for combination among rural credit societies 
80 SB to provide them vri^ a permanent centre at which depositing and borrowing might be advaatageoTislf 
transacted by non-profit-seeking organisations which at once understood and took account of the special 
financial structure of co-operative societies and of the conditions of their business. At the present time 
over 90 per cent, of the rural credit societies are shareholden or members of co-operative central banto, 
of which there are nearly fifty (including as separate banks tue twelve branches of the Raiffeisen Centrd 
Loan Bank) in Germany. 

“ These central ba^s are organised according to provinces or States. The German Agrionltuia! 

. Central Loan Bank, founded by Raiffeisen in 1876, extends its operations over the whole of Germany, 

but it has decentralised its business by the creation of 12 branches, which limit their operations to fired 
areas co-extensive with a province, part of a province, or adjoining provinces, a State or congeries of smsll 
States, and which form in fact provmcial banlcs. The other central banks in Prussia are attached to tie 
Prussian State Central Co-operative Bank, which occupies in regard to them in some respects the same 
posritioii as the Raiffeisen Bank occupies in regard to its branches. The scheme of organisation for Prussiaa 
societies is, therefore : (1) local societies balancing as far as possible monetary supply and demand among 
their members ; (2) provincial banks adjusting similarly the needs of their constituent local societies ; and 
(3) larger- organisations at Berlin (namely, the State Bank and the Raiffeisen Central Loan Bank) balancing 
supply and demand amorist the central banks, obtaining irecessar-y credit, and making necessary inveat- 
ments on the money market for them. 

‘ Outside Prussia no State Central Co-operative Bank has been established, but in all the larger 
States the central banks are in receipt of State advances or credit to assist them .when tie 
monetar-y demands of the local societies are in excess of the deposits of the latter and of other available 
capital. * 


CO-OPERATTVE UNIONS AND FEDERATIONS IN GERMANY. 

^ addition to being affiliated for financial reasons with a Central Co-operative 
Bauk, the ^eat rnajority of Co-operative Societies in Germany, whetlier organised for 
credit or other objects, have united to form central organisations, entitled Unions, for 
purposes of un^d action, inspection, audit, &c. In June, 1912, 95 per cent, of all tlie 
-j grouped under Unions. Between the Uniona 

and ^e indiyidual Societies there k also frequently found a further grouping of Societies 
into i^b-Umons. Above the Unions come the large Federations to wliich the Unions 
are anmated. There are two great Federations : the Imperial Federation of German. 
Co-operative bocieties and the Raifieisen, or General, Federation of Rural Co-operative 
ocieties. In 1905, however, the Raiffeisen Federation amalgamated with the Imperial 
bederatmn, and surrendered the general representation of its Unions to that body. Both 
hederations, however, still retained important separate functions. 

Kaiheisen and his followers were of opinion that ail Co-operative Societies should be 
directly affilmted to a smgle central organisation operating for the whole of Germany, 
but bchihze-Dehtzsch and HeiT Haas held, on the other hand, that the organisation of such 
Central Federations should be rather by provinces or States, so as to have regard to the 
varymg conditioDs, historical and economic, in difierent parts of the coimtry. These 
provincial or State bodies were, however, to be co-ordinated in a Central Federation for 
general purposes. _ Tbs latter view in favour of local autonomy was agreed to by the 
head of the Raiffeisen organisation m 1899, since which date decentralisation of the 
Meisen system has been proceebng. No general description can be given apphcable 
to ail the Co-operative Umons m Germany their regulations and functions vary in the 
dilierent States and provmces.-f- . 


* lUpoii m Agriovltural Credit and Go-operation in Germany xtU xviii 

t An exhaustive aceouiit of the woik of these Unions will he found on pages 228-259 of Mr. Cahill’s Eepor 
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Differences 'between Irish and Gemian conditions. 

394. We have said enough in regard to the central organisations in the German co- 
operative system to indicate how elaborate and highly organised that system is. We have, 
however, not attempted to enter into details, for we do not think that rmder present con- 
ditions in Ireland any elaborateness of organisation approaching that' of Germany is likely 
to be called for. In the consideration of this question of Central Credit Banka and Unions 
there is special need for keeping in view the difierences in the historical and economic 
conditions of Germany and other Continental countries as compared with Ireland. 

Those witnesses who gave evidence before us on the matter differed con- 
siderably in their views as to the desirability of estabhshing, at any rate in the near 
future, a Central Co-operative Bank in Ireland. No doubt Raifieisen, ten years after 
the foundation of his &st Credit Society, when there were not very many such Societies 
m existence, established a Central Bank at Neuwied ; but the fact that thus early in the 
Gemian movement Central Banks were created does not, in our opinion, constitute 
a' conclusive argument for the formation of such a Bank in Ireland. Indeed, some of 
the best German authorities now admit that the failure of the original Central Bank at 
Neuweid was due to its premature creation. “ Only a brief time ago, Herr Haas very 
reasonably explained the collapse of the first Nemvied Central Bank as having been 
the consequence of the Bank— which was good in itself— beii^ started too soon, before geepataa. 405 - 9 . 
conditions were ripe for it.”* We have occasion to refer later on to the recent 
disastrous failures of the Central Co-operative Bank of Darmstadt, and the National 
Co-operative Central Bank of Frankfort-on-Main. 


Utilisation by various German Credit Societies of ordina'ry Banks as Central Banks. 

395. We observe that in spite of the great development of these Central Banks in 
the provinces and States of Germany, the 425 rural Credit Societies in Baden have not 
thought it necessary to establish an independent Central Bank, but have agreed with 
the Rhenish Mortgage Bank in Mannheim to act as their banker. One of these Societies 
is that at Eggenstein,near Carlsruhe, founded in 1873_by the District Agricultural Instructor. 

Mr. Cahill, in his interesting record of his visit to this Society, states that it has an account 
with the Mannheim Mortgage Bank, which grants it a credit of £2,500, ample for its needs. 

The interest charged on overdrafts is 4j per cent., and a half-yearly commission of 1/10 
per cent, on the amount overdrawn. The Society receives from the Bank 4 per cent, uppn 
deposits. In addition to depositing surplus moneys with the Bank, the Society also tries 
to find borrowers among its fellow Societies, to which it lends at 4J or 4^ per cent., plus a 
commission of 1/10 per cent.t 

Again the Schulxe-Delitzsch Societies do uot bind themselves to carry on their dealings 
with ahy Central Bank, but do theii- business with any bank that suits their convemeace. 

” The Dresdner Bank, with its immense resources, uow acts as Central Bank for the Union, 
and there appears to be no cause for complaint.’’^ A few Sectional or Di.stiict Banks 
have, however, been established. 

Evidence of Secretary of l.A.O.S. in favour of a Central Co-operative Bank. 

390. III. E. A. Anderson, Secretary oi the l.A.O.S., in his evidence on this branch i,9e_i803, 
of the subject said : — 

“I think the inspection of these Credit Societies ought to be imdeitaken by the Centra 
Bank rather than by the Organisation Society, and my reason or saying so m ^ 

Bank for these Societies would be a body which won d negotiate advances on 

be done bv tbe Central Bank and not by the local Societies. On the Continent this is ne^ er clo^^^ 

This Central body would have the right to inspect the accounts of the local bodies and the right to send their 
inspeJo"r»ad ^ andlts he to coheet 

carried out nronerlv It ought to be a co-operative body. It ought to be a federation of^he easting 
scattered So?ietms S over the^coimtry. If the law requires an amendment, then the law must be amended^ 

0 “Are YOU in favour' of establishing a Central Bank. ? A. Yes but quite apart and 

We tie Central Bank a». sort of tafier state. n-l.dT.rtl 

wonld lend money to a local Credit Boc.ety, and if it were not aatiaied Ciat 

would uroceed to recover the money, to stop the credit, and trouble might be expeuenced m geccing i-n 
Swo" d Jo£t Stock Bank in taHng proceeding, against person, m the 


• See People’s Banks (3rd edition) Wolff, p. 218. 
t Report on Agricnliural Credit and Co-operation tii Oeriiian 
j People’s Banks, pp. 118-9. 
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district, which is a thing a Bank hesitates to do and is slow to do. Ijistead of doing that, I wa 
that the Central Bank ^ould be a body responsible to the .loint Stock Bank for the repayment of tfc* 
money and should recover it — that the Joint Stock Bank should not appear in tlie matter at all ” 

397‘. Mr. Anderson went on to indicate tliat tlie principal purpose of a Ceatrsi 
Bank would be to exercise supervision over the federated Societies, and that for sodk- 
time the Central Bank would require to obtain a grant from public fluids to assist it in 
carrying on its work. When asked his view as to whether individual Societies should 
accumulate surplus deposits, he replied : — “ I do not think they should.'’ But he pointed 
out that to attempt to restrict Societies from accepting such excess deposits would, mean 
constant enquiry into the afiairs of each Society. 

‘ ' It would be Bounder not to put any restrictions on them, and let them exchange their surpluses i 
think that the plan of trying to measm-e the amount of deposits by the tending out would be perfmlv 
impracticable in everyday work. ... ^ y 

p. “ 'What about the local Joint Stock Bank taldr^ the surplus ? A. " It takes in the depoBitu 
hut does not necessarily relend that money to the Societies. ^ ' 

Q. “ No. But w'on’t it allow you 2^ per cent, on your deposits 1 A. “ Yes. 

Q. “ Would the Central Bank do anything better for you ? A. 1 doubt it.'’ 

The mtness added that, in his opinion, the term Bank for the proposed ir^titution 
was a misnomer, as it was “ not a Bank at all.” He suggested ” Central Pedeiatioa” 
as a suitable title. 

Mr. George Russell also expressed the view that a Central Co-operative Bank would 
probably not be in a position to give the local Credit Societies any better terms than tbv 
now obtain from the Joint Stock Banks. 


Views of I.A.O.S. Cwnmittee in 1909 as to p-ematureness of scheme for Central Credit Society. 

398. We note that from time to time references have been made in the Annual Reports 
of the I.A.aS. to the project of a Central Co-operative Union or Bank for Irish (hedit 
Societies. The Report for 1902, which discussed the question at some length, stated 


,na Pf ^ Agi-icultural Banks would bo somewhat premature, 

*“ 

tl. AgiMtnral Bank., it imi.t not be imderstooj tU 

S k? . 1 V '"e" 5™*™ oJ the anance of the whole movement through a Bant inleidoi 

o»,?n to Societies which may ot may not be necessary in the future, bat wlkt, 

a mStei iedioT aov ““ kr the Joint Stock Banb, isnit 

a mattei aeeding any very pressing consideration. 


rentS q that the question of the establishment of a 

Annua to the I.A.O.S. Committee by the previoos 

^toitt™ b ^ Meeting, stated ^t having given the idea very full considerafen, the 
unSTtb? t,n conclusion that the time is not yet ripe for laimchiiig 

upon the movement a project so ambitious and so far-reaching in its eficets.”* 


Proposal of Seeretary of I.A.O.S. for Central Credit ImtUutiem. 

AimulTlJetin^f’Se / A O s"i Tf ^ “^d by Mr. R. A. Anderson at tl 

merit of a Centml CreAit rt ' i ' suggested EstaUisi 

wm Us o™ and S f B A “I®” t*"** thus put forwai 

HrsuuLsS thi for 11 °P“““ of the 1.A.O.S, Committe 

>^0 sufficient, tl 

■ ‘'S to S“l„l“eSs.*“ ‘"“S” ‘'0“ Societies and the relenjing 

they were possessed ^f money'^ unwilling that their neighbours should become aware th 

S S a;Iltn^’n^r,lT Societies. 

Stock Banks; and GoverSen/ce^partmeSts^''^^ Societies by the Joii 

and, by arrangemenTwM’’tori^A'o’s™to^d I of loans by federated Credit Societie 

ing upL the Lancia, 


• We refer elsewhere to the steps talcen hv the T » n o j ■ . . 

registration of Central Co-operath/credit City (ae'if ^aits^^wS*^ 
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After referrmg to the benefits of the existing arrangements for overdrafts with the 
Joint Stock Banks, as providing an elastic and economical method of finance, Mr. Anderson 

proceed^ undesirable featoes of such transactions are (a) that in mnlcing these advances, as a general 
rule the borrowii^ society is practically ignored and the money is lent on the joint and several security 
of the members of the society’s committee to whom {or rather to the richest members) the bank will alone 
look for repayment of their advance, and (b) that as no intermediary body exists, through which 
the advance could be made to the local society and which could ofier security for its re-payment, the bank 
which finances the society is forced, in the event of default, to proceed against certain of the wealthiest 
guarantors, who are prohahly also the bank’s own private customers, thereby iucuniug a considerable 
amount of odium.”* 


400. Mr. Anderson submitted to your Committee a Memorandum outlining a scheme for 
the establishment of a “ Central Credit Association for Ireland.” The primary object of 
such Association is described as the provision of a medium through which loc^ Credit 
Societies, possessing surplus deposits, might transfer such funds to other Societies where 
the demand for loans exceeded the capital available ; at a later stage the Association 
mieht itself provide security which the Joint Stock Banks and Government Departments 
would be prepared to recognise, and might become the medium through which advances 
were made by these bodies to Credit Societies. The Association, being itself secured 
by the unlimited liability of the members of the local Credit Societies, would be 
in a position to ofier as security to any lending bodies its guarantee, preference, and ordinary 
chares, as well as its reserve fund. / ^ -j i 

The proposed Association would have three classes of members {a) inoiviauals 
takinc guarantee shares (one-tenth paid up), bearing interest not exceeding 5 per cent ; 
ih) Industrial and Provident Societies holding preference shares (fuUy or part paid), hearmg 
interest at 3| per cent. ; (c) Credit Societies holding at least one ordinary share, bearing 
interest not exceeding 5 per cent, (no portion of a Credit Society’s funds, save the reserve 
fund, to be so invested, and then only if authorised by the rules). 


Other proposals for Central Co-operative Bank in Ireland. 

401. Mr. H. de F. Montgomery' has given in Notes on Agricultural Co-operation 
and Co-overative Agricultural Credit in Germany, published as a Bulletin by the Department 
of Agriculture, a suggested outline of the constitution of a Central Co-operative 
Bank for Ireland Let a Central Co-operative Agricultural Bank be started 
under the control of a Board comprising an able and e^enenced bank manager, 
an experienced organiser of agricultural co-operative societies, a representative of the 
Department, and a representative chosen by the co-operative societies, with power to 
receive invest, and trade with deposits entrusted to it by mdividuals, the spare money 
of co-operative societies, &c., and to make advances to registered co-operative societies, 
being subscribing members of the Central Society, on approved security, under rules 
analogous to those of the German Centralhassen._ Mr Montgome^ ako ^ 
the Department of Agriculture should make an initial ^ant to the Central Ba^ fox P^ehm 
nary eLenses, and an annual grant for administrative expenses, until such tune as the _ 
Bai could make sufficient profit to pay its own cment expenses.! 

Mr Thomas Porter, of the Department of Agriculture, stressed the opinion that 
a Central Bank, backed up by the security of all the affiUated Societies and by Government 

would eonmiand confidence 


in banldng matters, and a representative of the Government. 

Auditor of I.A.O.S. considers a Central Bank unnecessary for tie fmancing of Socieiies. 
402 Wien asied lis views as to a central supervising autlority for Credit Societies, 

and to take the a.dvice ofiered.” ^ 

* See Annual Bepwt of I.A.O.S. for 1910, PP- 5^ i t f fnr Twlandl V 31. 

t BuUeiin 2, (Department of Agricnltuie and Technical Instruction for Ir ), p ^ ^ 
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"Vim of Mr. George Russell that attitude of J oint Stock Banks renders a Central Bank needless 
403. Mr. George Russell, Editor of tie Irish Homestead, while expressing himself at 
our Inquiry as in fawour of a Central body with powers of supervision and audit, said 
“ I think any advance towards what is called a Central Bank in Ireland should be doae 
with caution. I do not see any present reason for doing so myself, the Joint Stock Banks 
have been so friendly.” We notice also that in the Irish Homestead of 29th June, I.912. 
there appeared an article entitled “ Linking up the Credit Societies.” In this article the 
importance was urged of efficient inspection and audit of the local Ci’edit Societies, and 
reference was also made to the subject of Central Banks. We quote the following 
extract : — 

“ There is one type o£ body which in particidar we believe the Agi'icultural Credit Committee should 
be shy of. Taat is a Central Bank. We do not mean, of course, that we are opposed to the institution 
caUed by this name when it is instituted under proper conditions and when the time for it is ripe. A 
Central Bank is a very useful, sometimes an indispensable adjunct to a co-operative movement. It jg 
especially useful and often absolutely necessary to the credit branch of a co-operative movement. But that 
is when and where credit facilities not otherwise obtainable can beat be had by having recourse to 
that e:q>edient. A ‘ bank ’ as its name indicates, is intended to provide finances, to use them forpuiposea 
of lending, to make its profits on each transaction, and to pay a dividend to its members. R should 
not be confused with a Central Union, an institution of a quite different type which exists to bind tie 
societies close together, and give them cohesion through a body to which certain governing powere are 
delegated, powers of inspection and audit, powers of advice, and, within limits, powers of control.” 

In bis opinion no case had been made out for the establishment of a Central 
Bank, but there was no reason why a modest scheme for forming a Federation should 
not be attempted. In giving evidence before the Select Committee of the House of Lonti 
on the Thrift and Credit Banks Bib in 1910, Mr. George Russell stated that “ as long as 
the joint stock banks are friendly to us we do not wish to start any rival institution. At 
present they afiord our co-operative societies in Ireland money on overdraft on very 
reasonable terms. They recognise the co-operative principle and the co-operative society, 
and they lend at 4 per cent.” 


Evidence of Mr. H. W. Wolff against a Central Bank for Ireland. 

404. The above expressions of opinion in favour of the conclusion that at present there 
IS ^ need for Central Co-operative Bank in Ireland were supported by Mr. H. 
W, Wolff in his evidence at our Inquiry. The foUowinp is an extract from his evidence 

, . I fake you to be in favour of is rather some central body, or union, or organisation, 

wJiich would supervise the working of the local societies. ? A. Yes ; I am very much in favour of 
that, lo wl the truth, I don’t see what you want a central bank for. I am told there is scarcely an 
agiicultui^bank in Ireland that has not credit with some joint stock bank, and then why form a central 
bank 1 The two purposes for which a central bank is formed are to equahse local overplus and local 
w^t, and. to tap the money market m case of special requirements. A central bank might have 
better ciedit than local societies. It would probably be managed on bankers’ lines ; but you don’t 
seem to have any requirement for that in Reland at present. 

^ societies could he fi.nanced otherwise than through a central bank 

"haviV ^7 local deposits, that would obviate the need for a body such as a central 

Tf Tiro„’+ + *F point of view, but I should leave it entirely to the Irish societies themselves. 
If fliey want to form a centtal bank, let them do it. 

2 ' V judgment as to what you consider would be the most prudent line of develop- 

centrkl' bani- ^“P^cssiou IB that they don’t want it, but at the same time if they wanted to form a 
central bank theie is no reason why they should not do so.” ^ 


fliA Wolff subsequently wrote to the Irish Homestead supplementing 

bictnrv tjim at OUT Sittings with further information in regard to the recent 

cinS m Germany. He stated, " Be very careful how you starta 

^ skilfuHy and oarefuUy administered, 

difficult tn IfPPn dangers surrounding it, pitfalls of which it is 

eep clear. You want a considerable canital. veil want, ffl.vnnrincr f>.irf>.iimst,n.nceS. 


ar.^^ Trnrt i.rav,+‘ « '+ Capital, you Want favouring ciioiinistances, 

and you want quite speciaUy skilled administration.”* 

Rises run by Central Co-operative Banks. 

Bank^^' He ^ Mr. Woffi emphasises the risks which are run by Central 

difficulties and ^ prohabihty, if only people in this country knew what serious 

i Baub ’-formed under the impression that 

y liave had to str uggle with, they would he less keen upon 

* Irish Homestead, September, 1912. 
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starting one — ^possibly to serve as a rod for tbeir own backs. There is not one which has 
not found most troublesome difficulty coming upon it, such as has in the principal eases 
concerned led up to the very precipice of insolvency and liquidation.”* 

Eecent unfortunate events in connection with two Central Banks in Germany 
add point to these words of warning. A full account of these failures, involving in ruin 
a senes of loan and savings banks in the Grand Duchy of Hesse and the total loss of 
hundreds of thousands of pounds by two Central Co-operative Banks (the Agricultural 
Co-operative Bank of Darmstadt and the National Co-operative Bank of Frankfort-on- 
Main) is given in the Bulletin of Economic and Social Intelligence for December, 1913, in 
an article entitled “ Causes and effects of the recent want of success in the department of Co- 
operative Agricultural Credit in Germany, and the lessons to he learned from it,” by Dr. 
Grabein of Berlin. So much has been written and said about the phenomenal success of 
German rural credit organisations that it is little wonder that, as pointed out by Dr. 
Grabein, “ even in foreign countries where the splendid development of German agricul- 
tural co-operation was followed, fully approved, and often taken as an example, these 
recent events have produced a profound impression in co-operative circles.” We have 
space only for a brief outline of the history of these failures and their causes. 


Recent failure of Central Co-operative Agricultural Bank of Darmstadt. 

406. The Central Co-operative Agricultural Bank of Darmstadt was founded in 1882 
as a Society limited by shares^ In January, 1912, it had 409 Credit Societies, in addition 
to other Co-operative Societies, attached to it. In March, 1913, these various Societies 
were startled to learn that their Central Bank had either to suspend payment, or to ask 
for time to wind its business up. This was due mainly to the locking up of £425,000 in 
the National Co-operative Bank of Frankfort-on-Main, and to the making of a grant of 
£250,000 as a credit to the Administration and Sale Co-operative Society. The managers 
of the Darmstadt Central Bank, in view of the serious situation of the Frankfort Central 
Bank, found that there would be a difficulty in reahsing on their shares (£25,000) in the 
latter, or in obtaining repayment of the loan referred to. The shares they wrote ofi as 
irretrievably lost. 

The advances amounting to a total of £250,000 made to the Administration and Sale 
Co-operative Society led to similar difficulties. This Society was formed some years 
ago by the Credit Societies in Hesse to purchase, administer, and sell the real estate in 
which the Societies had unwisely invested their surplus deposits, a subject to which we 
refer later. As the market was not favourable for the sale of houses or buildings, the 
Darmstadt Central Bank found this further large portion of its funds locked up. The 
failures of many of these Credit Societies in Hesse, and the rumours as to the financial 
position of the two Central Banks referred to, led to a panic among the Societies and the 
depositors, and the withdrawal of a large portion of the deposits. The Prussian State 
Central Co-operative Bank rendered generous aid, but in March, 1913, the Darmstadt 
Bank had to go into hqnidation ; most of the share-holding Societies agreeing to a delay 
till the end of 1914 so as to ensure private liquidation. 

A new Central Bank for Hesse has been started, and has been granted credit by the 
Prussian State Central Co-operative Bank to the extent of £210,000 at 8i and 6 per rant, 
interest. Also in December, 1913, a Bill was passed, by which a loan of £50,000 from 
the Government of the Grand Duchy of Hesse was made, while the Government has opened 
a credit of £100,000 in favour of the new Bank, The Bank is to be subject to strict State 
supervision, embracing all branches of its business, until the advances bave been repaid. 
The State Commissioner is also empowered to supervise the work of the Co-operative 
Societies having relations with the Central Bank,'and the sanction of the Government is 
required for any alteration in the Rules of the latter. These steps have already done 
much to restore public confidence, and money which had been withdrawn has apparently 
begun to flow in. once more.f 


Serious Losses to Credit Societies md shaking of confidence through failure of Darmstadt 
Central Bank. 

407, It seems difhoult to estimate the losses to the Co-operative Societies, credit and 
other, caused by the disastrous failure of their Central Bank. The Bank has “ked the 
Societies provisionally to renounce half their credits, so as to lessen the debt of the Bank. 


* Co-operation in Agriculture, pp. 26&-T. 

tSee article in Genossensohaftspresee, 15th January, 1914. 


See paras. 430-1- 
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It is probable that the Societies have lost at least £550,000, distributed very unequally 
amongst them. Thus the Societies indebted to the Bank only lose theix shares. wKile 
the Societies which entrusted their surplus deposits to the Bank will probably lose very 
heavily, and their members will be called upon to make senous saennces for new sliaie 
capital. 

As pointed out by Dr. Grabein, “another thing seriously to be deplored from the 
point of view of the Co-operative Societies is that oonMence is shaken, and this is no less 
serious a matter than the material losses already sustained, not to mention those still to 
be feared.” He prophesies that the next balance sheete of a certam mmher of Credit 
Societies “will probably show a considerable decrease in the savings deposits, and, at 
least at first, a decrease in the amount of new deposits. Similarly, we may understand 
that, above all, the hettex-ofi members declare their desire to withdraw from banks founded 
almost exclusively on the system of unhmited liability. There are other consequences, 
such as the changes caused by passing from the system of unlimited to that of limited 
liability which will appreciably reduce the basis of credit ; as a result the weaker Societies 
will be issolved, and a group will leave the Reicksverband” The whole question of the 
catastrophe, and the liability of the members of the Board of Management and of the 
Court of Supervision of the Darmstadt Bank, is being enquired into by a Commission. 


Failure of the Nadoml Central Co-operative Bank, Frankfort-on-Main. 

408. Another recent disastrous failure, that of the National Central Co-operative 
Bank, !Fiankfort-on-Main, emphasises still further the risks attached to Central Banks, 
unless very wisely managed. Th^ Bank was founded in 1902, being intended as a Central 
Institute for the money and goods business of certain Central Bpks and Co-operative 
Purchase Societies. TJnwise speculation and lack of support of Societies by their members 
led to the cessation of the goods department in 1908. In this year the Bank unfortunately 
entered into relations with the Agricultural Credit Bank of Fraiikfort-on-Main, a mixed 
mortgage bank, which had been mismanaged by its Board. This latter Bank had the 
right of issuing land-bonds, and had engaged in very risky s^culations in land, mines, 
— a fact discovered too late by the National Co-operative Banlc. The latter had to 
give credit up to about £700,000, which finally led to its private liquidation in September, 
1912. Efiorts are now being made to re-establish the Agricultural Credit Bank on a 
revised basis. 


Lessons from recent failwes of Central Co-operative Banks in Germany. 

409. It will be noted that imwise locking up of funds in mortgage and similar securities 
was one of the mfli-n causes of the above failures of Central Co-operative Banks in Germany. 
A further cause is found in the careless disregard of the necessity for systematic and reguhn 
inspection, and for audit of the strictest kind,* a subject which we deal with in a separate 
See paxas, 609-661 Section of our Eeport. Over-reliance upon State advances has been put forward in 
some quarters as a contributory cause of the failure, but we can find no evidence of this. 
The Director of the new Bank, Herr Mager, in a recent article states ; — “ To describe the 
Darmstadt fiasco as a collapse of State-approved co-operation is unreasonable, because 
the Hessian co-operative movement has now received State aid for the first time, and that 
only in a crisis of such dimensions as is without parallel in the history of rural co-operatioi 
in Germany.” ' But he rightly deprecates too exclusive a reliance upon the State advances 
thus found necessary.f 

The situation in Hesse was further complicated by the failure of local Credit Societies 
See paras. 430-1. (affiliated to the Central Bank), failures due to similar disregard of rules, asin the acceptance 


*“"710^11011 of legal and statutory provisions, neglect of business and eo-opeiative principles, over- 
estimation of tbe powers inbeient in oo-operation, and an over indulgent attitude in rectifying administrate* 
eiTors (they wiU. not remain unexpiated)— that, in general, was the solemn teaching to be derived from 
co-operative failures of the past year. Going outside the small co-operative area prescribed 
in the rules, inflating the httle rural village hank into a big, modern hanking institute, 
granting excessive credit to individual debtor’s, making loans to non-members in violation of the law, 
granting real credit (especially outside the strictly limited home district) upon houses and industrial enterprises 
in towns, lack of knowledge, complete break -down and neglect of the administrative machinery, a too 
confidence reposed in unworthy committee members and treasurers, and further, impracticable and hopelea 
attempts at reforming needy co-operative societies, direct or indirect tying up of societies’ funds in 
investments and industrial undertakiugs, unwise cumulation of offices, excessive negligence as regards indifiei®* 
or unwilling sobieties in the matter of rectifying errors ; these and similar causes were found to have been at 
the back of the painful losses sustained in certain cases during the year that is gone.” (Extract from address 
of Dr. Cennes, of Darmstadt, at Annual Congress of Co-operative Societies : reported in Genosstnsc^ji^^^' 
of 30 July, 1913.) 

■{• QenossmsdhaftsjiTme-, 15th January, 1914. 
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, deposits and from too wide an area, tie granting of large adyanoes to piiwate 

“ jNHdnals^ tie investing of surplus funds in unprofitable mortgage and otier speculative 
■eeiirities. and tie lack of proper supervision in tie carrying on of tie busmess of tie 

®°'”rie' above considerations ate admittedly not an argument against Central BaAs 
•e ■ but we think they very strongly corroborate our view that the greatest possible 
^ ’a bioblv skilled banking management are needed for tie successful carrying on of 
Wperetive Sr leafing vuth the surplus funds of Credit Societies, and that 
rt?«tablislinmnt of any such institution in Irela.nd at tie present stage of the movement 
would be both an unnecessary and a possibly risky step to take. 

Small Central Panics of little service. 

410 In speaking on “ Credit and Industrial Co-operation’; at tie Eighth Coi«ress of 
u, TureZtional Co-operative Alliance held at Hamburg in September, 1910, Herr 
vUfuSrMn Diector of the Principal Union of German Mustnal Co-opeia^ve 
qlciSfes ’dwelt upon the perils run in the formation of Central BaAs, and emphasised 
Societies, P ^ ^ ^ ^^^e movement had made considerable 

In iSv oTiL relevanie of tie opinion of to competent autionty to the 

• which are naturaUy increased Pentral banks are only really serviceable when the organisa- 

iXsitB, such a bank can only help in a very modest way. 

Spmiol conditions wUch hi h tU areoiion of Continental Central Co-oj,erative Banh 

succinctly set forth by im. worn, , country we have aisolutely 

Co-operative Banks mto Jomt htook Bank , banking business to apprehend, 

no similar encroachments by “'“F® Co-operative banking began, our 

because, unlike Germany arid ^ mdinarv business Banks ; and a Co-operative 

country is certainly sufficiently provided with 

Bank attempting to edge ite way m smong difierent degrees of progress 

for it. Till circumstance, indeed, “X jn QreTt ol tie CoMent. 

OEiem o® THE Pehssian Cenisap State Co-opebatwe Bank. 

41 .. Tie story of tie famon^—^ 

and proves that much can be gamed ^ contributed to the remarkable recent develop- 
credil This S ^ Sonto? cctditions which effisted at the 

ments of agricultural credit m iriu , obtaining in Ireland, 

time of its foundation were very ffifleren^ |y t^e Bank in 1906, J 

The foUowmg facts are based upon institution during the ten years smce its 

descriptive of the principles and his y g™p,,Unre had been depressed by the opening 

foundation in 1896. The ^transport, the heavier 

Up of new foreign temtones of gre Js . the gener^ advance in the 

cost of production tough “f^fed wages to tato on a^u g ^ 

cost of living. Smallei *<> mortgaging to secure . 

were not m a position to obtain it, g y district in Prussia complaints were 
funds even for temporary. p;^oses. ^yXlsaotions of all sorts, 

received of the usury practised upon „ ™yed that, tough the absence of 

“ Careful investigations dto^llJioant financial eSairassment often 

SS gtbS the recent dec ades 

•Eeport »/ Ixurmlmml Co-opereiim Alliance, p. 134. 

»4 i« Sennam. pp. 374-6. 
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medium aad small laud owners liad thus lost their properties. . . In spite of 

the success of Eaiffeisen and Schulze-Delitzch and the tireless activity of the enthusiastic 
promoters of co-operation, the credit Societies were far from meeting the general needs 
Their number was not great (there were 3,040 rural credit Societies in the German Empiie 
on July 1, 1893), their operations spread only over small areas, and the co-operative idea 
affected only local and restricted ciicles. Professional banking institutions were not 
familiar with the principles of co-operative credit, and, therefore, not read}’’ to extend 
credit to the Societies. Individual co-operative societies, with few exceptions, found 
the money market closed to them ; and a regular adjustment of money supply and demand 
amongst their members with the money supply and demand of other producing clasaes 
was impossible. As a result, the societies only obtained credit at a higher rate than should 
have been necessary.” 


See paras. 539-591. 


Circumstmices leading to demand of German Co-o'perative movement for State iniememion 

■ 413. The Central Co-operative Banks which were already in existence had not achieved 
the success hoped for, “ their efforts did not succeed in providing credit in suitable forms 
in adequate amount, and at a low rate of interest to all societies without exception.” Also 
the local Co-operative Societies had not at the time “ accumulated any considerable surplus 
deposits, and required a source from which they could borrow money rather than a centre 
for deposit. . . . The large private banks showed no eagerness to under- 

take the small and rather unusual kind of business that rural societies offer and want done at 
low rates. _ The principle of co-operative credit, based on collective and 

individual liability, with on y small share and reserve capital as visible assets, had not 
as yet become familiar in the banking world, nor been recognised as supplying a solid credit 
foundation.”* Under these circumstances. State intervention was frequently demanded 
especially at a great Agrarian Conference in 1894. In the following year the Government 
passed legislation creating the new State Central Bank, and supplying it with share capital 
_ We shall have occasion again to refer to the important services of this State Baii 
m the development of rural credit in Germany, and to the divergent attitudes of the various 
Central Co-operative organisations towards it. We wish here merely to indicate the 
exceptional circumstances which called it into being — circumstances which, it will he seen 
differed cona^erably from those of present-day Ireland. Especially noteworthy is tlie 
tact mat m Genmny at that time Co-operative Credit Societies were practically unable 
to obtain credit from the ordinary banking institutions, save at high rates ; whereas in 
Ireland, as we have seen, the Joint Stock Banks are willing to grant overdrafts to Credit 
societies, usually at the low rate of 4 per cent. 

The circumstances attending the establishment of the Central Bank of Polish 
Co-operative Societies m Prussia also reveal the difference in the then general banking 
conditions of tMt country as compared with those of Ireland at the prJent time. Dr • 
Kusztelan, the Director of the Central Bank referred to, has pointed out that the unwilling- 

co-operative banks had in the early days 
involved the_ latter, m their isolated position, in many difficulties connected with the. 

f mcommg deposits and outgoing loans, and with the provision of remunerative 
investmente for surplus funds._ This attitude of the ordinary banks led to the demand 
eLSedl/lSsn ' for the Credit Societies, which was accordingly 

that Cpott^-R ® easily posable if space permitted, to multiply similar illustrations showii^ 
twch X, ™ economic conditiom 

S JisculdTAh f ^ the present time. The whole question was exhaus- 

of Ui^ c3a^im ™ Co-operatTO Congress of 1904 at Budapest, the Eeport 

of which contains much useful information as to these central institutions. 

Progress made in IMy without Central Co-operative Barths. 

Centrd^'Co^OMrativp^B^^ ^td upon the extremely important role played by the 

country tha^tberp is n e pa Gerinaiiy m the development of the rural credit of that 
made in some other e + ency to forget that almost equally striking progress has been 
rieco d of Isf PmTZ w® ^rt^tlishment of Central lilnll. Italy has 

LX of M TuLtH^ 4 co-operative credit. The Peiple’s 

fta?£l 4 Ln CerX h -- - and the " Catholic ” Banks 

) ought wonders m the economic regeneration of agricuftutal 


♦.Report miAgneuUural CreM mi Co-ovnatim in Gmmnn m 07r_i! 
t Report oy toi Congress oj A, IrOernZLl Cb-op^-Sfic.™!^ „ 


Budapest, 1904, pp. 377-8. 
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j jjjdustrial Italy, and have a notable record of success. In several respects Italian 
^ operative credit systems seem better adapted than other Continental forms to fit in 
the conditions, habits, and system of business of the United Kii^dom. 

Yet there was, till recently, no Central Co-operative Bank to serve the local credit so- 
cieties as in Germany and Austria. Even though M. Luzzatti himself advocated the creation 
nf a Central Bank, the proposal was always defeated. One reason is that large Banks 
have gradually grown up (as at Milan and Cremona) which satisfactorily fulfil the functions 
of a Central Bank, and naturally do not wish to relinq^uish their business or the prestige 
it brings them. But the real obstacle to the proposal has been that solvent local crecBt 
societies were unwilling to unite in a common venture with some other Societies who were 
in a bad or doubtful financial position. The latter Societies, if admitted as shareholders, 
would have had an equal right in the management, and the better Societies would not 
risk the possible chance of having to pay for the insolvency or indebtedness of inferior 
ones. At the International Co-operative Congress at Budapest in 1904 the fact that 
Italy had shown such striking results, without the aid of Central Co-operative Banks, was 
emphasised as worthy of being noted by any who might be contemplating the formation 
of a Central Bank.* 


Regional Banks in France. 

416. France presents another type of co-operative credit organisation in which _^63re is 
no large Central Bank for the whole movement. Instead, some 100 Reponal or Distnct 
Banks have been created, to which are affiliated over 4,000 local credit Societies. The 
uronosal tor a single Central Bank was opposed by M. Meline, and others, on the groimd 
that such Bank would be too far removed- from the local Societies and. from the agricultunsts 
of the country to be in a position to know them and to deal with their credit requiremente.t 
The Regional Banks resemble in some respects Central Banks on a l^^^d scale ; they 
receive Advances from the State out of the funds furnished by the Bank of France ; they 
discount the hills of their afHiated Credit Societies; and they advance loaM to thrae 
Societies. This elaborate system, which possesses both merits and ^nsiderable detecte, 
is briefly outlined in the Memorandum kindly furnished to us by M. Picard, Secretary to ^ 
the Bai of France, reproduced in the Append,ioes,t and is referred to by us m the Section oee para.. 59^. 
dealing with State Advances to Credit Societies. 


'Vwrymg Types of C&ntral Credit Organisations in other Countries. 

416. The experience of Continental and other comtries does not ^ 

universal plan fordcaling oentraUy with the ftmds of local Societies ? 

method h£ been evolved which seems best adapted to its oto orva^tions 

social conditions. Germany and Austria have elaborate “|“3e ^ 

State-aided and ctbeiwise. The Sehulse-Delitzscb Credit Societies of Germ^^^ 
no Central Co-operative Bank but make use, as a rule of the DresdlKr 
Kaifleisen Societies, like those of the Baden Union, also utihse. as ™ ^ 

Banks. France reUes irainly on an cxtensi-re system of ® 

between the local Societies and the Bank of France. Ptaly, on -r..,!-. .,,. 1 , as those 
of co-operative credit, has had, tiU recently, no Central 

of Milan and Cremona. India possesses over 30 Central foeit Societies > “P®™* tfpe 
and of very varying constitution, to which Joint Stock Banks advance !™ds. 

Amidst, all this diversity of practice one fact stands out clearly, t.e., that in none 
of the countries where CcntrJl BaX exist was there at the Ba°X“wUoh 

tions anything approaching the widespread system of sineieties bv supplvine 

now opeiL in the krai dSicts of Ireland, and which assist Credit Societies by supplying 

overdrafts at low rates of interest. 


Risk of Dividend-seeking hy a Central Bank. 

417. A temptation to which a Central Bank is pecuharly e^osed is that of 
hunting,” which tends almost inevitably to the making o _u Bank is tempted 

may S earned from which to pay interest on the 

to encourage both the formation of Credit So cieties and the extens • 

* An account ol the proposed Central Bank for the Institute for Oo-operation, 

wirlsohaftUches Ge,wssenskaf lsbhU for 16th July, 1913 ; and of National Credrt ^ 

Italy, in the Biilktin oj Economic and Social Intelligence (Rome). December, 1913, pp. 

\ Le Credit Agncole en France, M. Sagniev, pp. 56 7. 
t See Appendix 4 to Minutes of Evidence. 
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by such Societies, without suficient regard to needful precautions. Not only is this „ 
risky practice in itself, but, as we shall show later, it is detrimental to the true interests 
See paias. 447-8 of the local Societies, who should be taught to rely as far as possible on the savings of 
depositors as their main source of capital. 

Rates of Interest in Central Co-operative Banks. 

418. Some supporters of Co-operative Central Bank schemes lose sight at times of the 
fact that even if a Central Bank were to be established, it would not be in a position te 
allow more than a comparatively small rate of interest on the funds sent to it from Creiiit 
Societies, seeing that one of its main functions is to re-lend these sums at a low rate to 
other Societies in need of capital. It is as essential for the Central Bank as for a loc^ 
Credit Society that there should be a reasonable working margin between the rates at 
which it borrows and re-lends its funds. The Central Banlc established in 1908 under 
the A.O.S., for England and Wales allows three per cent, on the deposits of Credit Societies, 
i.e., the same rate as the Societies themselves are supposed to pay to depositors, h 
Para, 437 advances money to the Societies at four per cent, the same rate as that charged by the 

Irish Joint Stock Banks on overdrafts of Credit Societies. 

A study of the comprehensive Table included in Mr. Cahill’s Beport* giving the rates 
of interest charged on loans, and allowed on deposits, by each of the German Central Banla, 
shows that these rates run, as a rule, from 8| to 4 per cent, for deposits (4 per cent, being 
usual when deposits are left at sis months notice and over) ; while 4j to 6 per cent, is 
charged, on loans. Practically all the Central Banks also charge a small commission yearly 
or half-yearly on the total business done. The average rates at the end of the year 1911 
were 3-67 per cent, on deposits, and 4*57 per cent, on loans. It should be added that 
the German Imperial Bank rate of interest (corresponding to the Bank of EngIa.T i >i rate 
in this country) was in the same year 4 • 4 per cent. The terms offered to Societies by the 

non-co-operative Mannheim Central Bank— 4 per cent, on deposits, and 4|- per cent, on 
loans (with 1/10 per cent, commission), — seem to smpass in steadiness and cheapness the 
facilities afforded by the Central Co-operative Banks. 

See para. 397-8. We have quoted the evidence of witnesses representing the I.A.O.S. showing that k 
their opinion a Central Bank would not be able to do any better for Ck-edit Societra in 
respect of interest charged than the Irish Joint Stock Banks now do. 


German methods of estimating the Credit to he given hy Central Banks to Societies. 

419. A chief difficulty connected with the proper working of a Central Bank is that it 
must have some rehable means of calculating the amount of credit which can safely be 
granted to each of the affihated Societies. This is always one of the most troublesome 
tasks confronting the managers of such central institutions. In Germany the credit 
allowed to a Society is based, in most cases, upon the number of shares held in the CeEtral 
Bank by the Society. The Raiffeisen Central Loan Bank and other Central Bank 
have adopted a plan which seems to work satisfactorily, but which would meet 'witli a 
different reception, we beheve, in this country, even if the various legal and other conditions 
necessary for its being put into operation existed. The Raiffeisen Central Bank acts as 
follows : — 

There aie at preseat twelve provincial brandies of this Bank, and its shareholding societies ia 
each bt^ch district must send in an annual return showing the collective assets of the members, as attestei 
by the Committees of Management and the Boards of Supervision. In Prussia and in other Stata 
where the supplementary property tax is in vogue, the amount paid by each of the members must be 
stated, while elsewhere (e.g., in Bavaria and in Alsace-Lorraine) a valuation of the property of ««Ii 
member <m a society, as estimated by the managers of the society must be furnished. With these parti- 
c^are and other supplementary information of a general kind as basis, a maximum limit of credit is 
allotted. In States in wMch supplementary property tax is not pavable, and exact data ai'enot 
tbCTetore to hand, a nor^l credit of 6 per cent, of the assets of members is granted, andasuper-noraal 
credit 01 10 per cent., while for societies whose members pay the supplementary tax a normal credit of W 
per cent., and a super-normal credit of 15 per cent, is accorded. Each branch bank is authorisf^ to 
advance the normal credit, but the issue of a super-normal credit requires the authorisation of the cental 
otace. Credit m excess of the regi^r super-normal credit can oriy be granted on the authority of 
the Council of_ Supervision of the Central Bank. “ 

societies affiliated to central banks must undertake not to maintain banking relations 
any other banking institutions either for the deposit of money or for the obtaining of credit. For tie 
purchase of stocks and shares they are also expected to make use of the services of their central bank."t 

The jRaiffeisen Central Bank, it should be added, is much the largest of these institu- 
tions, having almost 4,500 Credit Soc ieties affiliated to it. 

Credit and Co-operatim in Germtmy, p. 141 . 
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The Bavarian Central Bank (the second largest in respect of membership, having 
hnost 2,300 affiliated Credit Societies) calculates in the following manner the sum it may 
^dvance ^with safety : — “ The actual amount of credit allotted to a society is based upon 
the taxation paid by its members. The value of the land and buildings, as well as the 
income or capital of members, is calculated from the assessments made for purposes 
of taxation, and credit is ordinarily allowed up to 6 per cent, of this estimate. If 
redit beyond this percentage is required the Committee and Board of Supervision of 
the society must furnish a list of its members, setting forth after each name the number of 
acres held"^ or owned, the estimated selling value of the property, any charges against it, and 
other relevant details as to means.”* 

The minute inquiries wndueted hy German Central Banks ivould he difficult in Ireland. 

400 The fact that such inquisitorial proceedings are considered essential as a safegua.rd 
bv some of the most important Central Banks of Germany indicates the difficulties 
often connected with the management of these institutions. It was suggested to us that 
in Ireland a Central Bank might ascertain through the Land Commission the annmties 
naid by the members of a Credit Society in respect of their holdings, or the valuation 4899 
of their farms, and might then advance to the Society a credit equivalent to a proportion 
of the total amount thus ascertained . This might, perhaps, be the most feasible plan imder 
the circumstances. Supporters of a Central Bank scheme for Ireland do not, m our opinion, 
always fully realise the many difficulties which have had to be faced and overcome before 
such'^Banks elsewhere have been in a position to win the confidence of their affihated 

Socie^es ^^p^ possibility that in Ireland a_ Central Ba^, _imder_ able 

expert management, and organised upon a sound and wide basis of Credit Societies, 
would in process of time surmount the special difficulties to which reference has been made. 

But the r'^ponsibility of establishing and running such dn institution, even on a corapara- 
tivelv modekt scale, is obviously not one to be lightly undertakeu, in new ot the lessons 
taught by the experience of other countries— lessons which are, as we have seen, supported 
by the advice of some of the most competent authorities on the subject. 

Problems of a Central Clearing House. 

421. ThesuggestionhasbemmadetoyourComniitteethataceatialcieditinstM^ 

Maud could act merely ae a cleaiiug house f®' 

inTolving itself in the more difficult and complex transactions of «« 

Zt any such attempted limitation would lead to numerous difficulties and wou d 
proye unworkable in practice, and that ultiimtely transformation ^ Central Bank, 
^-forming all the functions of a regular Bank, would become meyitahle. 

A Central Bank cannot as a mk limit its dealings to Credit Societies. 




B. Thorwart, a ffiemher of the Board of the Vrcsdnei ‘ 

alone, so the founders of the (German Co mpeiatiye Societies) 

the outset, could not suffice to keep the Bank prospei . . which was, never 

of the engagements which it had undertaken towar s xvant the means of serving 

to fail them^n respect of legitimate claims for n ^ ^ dmie at flow rail 

them and serving them cheaply, ® nmch profit could not be looked for 

of commission, if it was to be a help. Accoidmg y ^ . 1 „ for other 

from it. Therefore, to be able to pay ita way, the Bank must lay itseii our 

business, such as all banks transact, f • -r* • 

Dr. Knsstelan. Director of the Central BaA of Polish Co-operatiy^& m Prussia, 
in spealdng of the estabUshment of that institution in 1886. says . 

“ Its dil'cctots soon foand tiat if they were to S could not’d their institution 

“TaTfo rn’’?Ssn£nt to Zu. them to deal on the preremn.ial terms 
desired with their own proper constituents, f - 

*RepoH on Agricultural Credit ond Co-operation in Qeimany,^- ^ Budapest, Sepietnier, 1904. 

t Rsp<n-t oj the Sixth Congress oj the InMUonal Co-operahue Alliance neia r 

pp. 332-3. 

$ Ibid; pp. 379-380, 2 B 
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Tlie benefits and difficulties of a " balancing ” institution have been clearlv at 
by Mr. H. W. WoiS who, after referring to the somewhat exceptional cases of the Dut^ 3 
Federation in France and the Central Bank of the Belgian “ Boerenbond,” where 
balancing of deposits and loan^ appears to be fairly successfully accomplished, points t 
that usually deposits increase more rapidly than the borrondng requirements of t^ 
Societies. He adds : — 

“ TLere are other reasons which make mere balancing iu.suificie]it. To begin with, the loan of 
temporary overflow funds of necessity provide the borrowing banks with a most inUcure posse'^'” 
The lending bank cannot, of course, tell at the ontset for how long it will be able to spare its monev n ' 
then is the borrowing bank to insure to its own borrowers the use of that moirey for any definite 
But, in addition, the cash thus made available will not suffice, at any rate while co-operative bS ' 
is a growing and daily expanding force, in which demands for credit gi'ow out of all proportion 
supply of deposits. Once it has reached its ultimate limit, the movement may no doubt become mU 
sustaining. It is not yet so at present. 


People were accordingly compelled to look further, and they naturally looked in the directirm 
a Central Bank, so contrived as to serve, not indeed as an ultimate soui-ce of funds in itself a self-suffi ’ ” 
reservoir, but rather as a convenient conduit pipe, to facilitate the passage of funds to and 
capitalist market. That is plainly designed as its task and its object. It is, so to sjJak Z 
be the representative and agent of the local banks in the money market, and there to make theii secn’infe 
understood and accepted.”* sw’iinty 

Overdraft arrangetnenU with Banks more satisfactory than any attempted “ balancinq” 
of deposits. 

423. After tie most careful consideration of the evidence offered to us, and of the 
lessons taught by central credit institutions in other countries, we are convinced 
that It would not be for long feasible to attempt to confine the operations of a central 
orga^ataon to the mere balanciBg oi excesses and deficiencies in deposits. The problem 
which a local Credit Society has to face when surplus deposits are oflered to it, or^when it 
has insufficient funds to meet the .demand for loans, would inevitably be repeated on 
larger sMle m the case of such Central Institution. In the course of time it would ind 
™ ™ ™ demand from otki 

** fed that the surplus deposits received from Societies were 
^ ^ of other Societies in need of capital. In the fat 

case the central body would be forced to seek a safe source of temporary investment fa 
Its surplus funds, while m the second event it would, in the inteieste of the local Sociefa 
and of the movement as a whole, find it essential to borrow additional funds from outside 
sources ; m both cases undertaking the functions of an ordinary coZiSl S. 

reqmred ’ot 3rioler°tlf.’ “V®®’ accept deposits from Societies, if not 

STreldeTffi bodf c3 nffi!“ev« 

of deuGsits the cental Knrltr demand for loans exceeded the inflow 

The present system of overilrnf+a + +if o Societies applying for capital, 

is, in33Xn fa v ordinal^ joint stock banks 

a central body whose function^ would"' movement than any scheme fa 
and supply fa relation to the deposits of the locfafedfa 

Meemnme^ion of Select Committee of Home of Lords, 1910. 

Thrift and Credit BanSill™ of 0 *"fa reird to'th™3°^ 

Societies was as follows : ’ g d to the question of a Central Bank for Credit 

of forming a Central combine for the purpose 

seven. They should each be entitled to hold 

entitled to deposit in it their suitjIus funds tj, n shares m the Central Bank, and should be 
panies Acts, 1862 to 1890, with limited iUbiUtt .Bank should he registered under the Com- 

distribute the money by way of loan amoTiff Its object should be to receive deposits and to 

requiremeiitg, and generally to assist the im-kiin? a/d and Credit Banks according to then 

B.k loc. 

arrived to form a Cental BmkliTlreknT^S ™ ““ ""ew tte time has not 

— ^ — ’ f^fiere could be no objection to the proposed 


* Co-operalive Banhing pp. 155-6. 
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ower being given — a power wMch could be put into operation should the occasion arise. 

^ The last sentence of the above recommendation of the House of Lords’ Committee 

involves an important point to which we refer elsewhere. Pavas. 44S-4. 

Scheme for District Banks 'proposed hy Captain Bryan. 

425. Captain Loftus A. Bryan, who has for a number of years been closely connected i805d-9. 
with the co-operative movement, placed before your Committee a scheme providing for the 
establishment of District and Central Banks. He proposed that a District Bank should 
be situated in a market town, or other suitable centre, and that the clerical work of the 
local Credit Societies should, as far as possible, be carried out by a paid o£&cia,l attached 
to the District Bank or Federation. In the absence of a Central Bank, the Credit Societies 
would as a temporary measure draw capital from the District Bank, which would also 
be responsible for the inspection and audit of the Societies within its area, it being possible 
thus to carry out inspection more cheaply than through a central body for the whole country . 

In Captain Bryan’s opinion, the expenses of the District Banks could be largely met by a 
combination of co-operative credit and co-operative trading, while Govenment subsidies 
miaht also be given. In some cases the District Banks would be “ book ” bai±s rather 
than “ cash ” banks. The witness expressed himself as being m favour of local bocieties 
taking all the deposits they can get. • _ , . , , ^ • i i. 

The suggested plan of having the clerical work of local Credit Societies earned out 
thioueli District Banks lias been in some oases adopted, as in France, but apparently not 
always with very satisfactory results. A French authority in deahng with this subject 
gays'— “ Certain local credit banks find it conyenient to leaye their accounts to the care 
of the district credit hank with which they are affiliated. We eonsider this practice detec- 
tive. The local Banks, -which are self-goyerning. should car^ their sense of responsibffi^^^ 
to the extent of keeping their own accounts. It is, moreover iinpossible that their ad^s- 
tration should be really serious and comprehend its duties if they do not know for them- 
selves how they stand as far as their receipts are concerned, their expenses, then credit, 
and their debts, their profits and their losses, their general expenses, and their reserve 

more the local feeling of entire responsibility for the working of a Credit Society, 
including the proper keeping of its hooks, is developed, m out opinion, the bottei siih- 
ject to careful audit and regular inspection. 

The Peoblem or Sheelus Deposits ih Ceedit Societies. 

426 The difficult question of a Central Credit If ^tion is closely bound See para. S39. 

the other problem of the acceptance or refusal of .surplus deposite 

denosits in excess of the horroiving requirements of the members. In dealing with Irish 

SaLgs Banks we have emphasisa the dcsirahility f g See p«». lis-t 

of the small sayings of rural districts which now find their 

Bank, and are transferred to England for investment m 

savings could, we believe, be in most parishes urihsed veij beneficially £oi 

purposes in the agricultural industry, while at the same 

instead of 2i per cent., for the depositors. Further, f ® 

which are brought into operation through the agency o a .m - mwg many grave 
absent from the transactions of the Post Office Savmgs Bank. ,™Bie are 
objections, therefore, to the placing of too restacted a ^ 

by Credit Societies, while there are, on the other hand, several difficulties mvolrea m 
acceptance of surplus deposits. 

Beguhtiom as to UmUalim of Dejiosits in Berman Credit Soaettes. 

427. In other countries, as we have seen,, one of “we ha" en 

the functions of rural Credit Societies is the stiinulation o a by niral Credit 

figures showing the exceedingly large amounts field , -ovovision in Germany, under 

Societies in Germany ; and we fiave also pfeired to tfi g P ' ^ loans 

wfiicli tfie total amount of savings deposit tfiat may P , , ’ . General Meeting of 

that may be granted, by a Credit Society must be annually fixed by the General g 

‘’'^’Sldel articles of association for C-f 

by the Eaifleisen Federation m 1910, f provide that the meeting o 

^ • Aitiole on A^rmUmal Oreiit by M. Maurice Dnfonimantelle, piintea at Wastmston as a Senat 

^SrmonXricuMmat Ondil ani Co-o^ation in aennmy, p. ^ ^ ^ 
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lesolutions in regard to “ the fixing of the total amount which the loans accepted by tte 
Society and the savings deposits may not exceed, as_ well as of the smallest sum 
to be accepted as savings deposits.” A similar provision is included in the model articles 
of association issued in 1910 by the Imperial Federation of Agricultural Co-operative 
Societies in Germany for Rural Savings and Loan Banks.* In the “ Service Regulations” 
issued by this Federation,! dealing with the business regulations of Savings and Loan 
Banks, it is provided that amounts from 5s. to £30 shall be accepted as savings deposits 
and that amounts above £30 ” may be accepted by the Committee imder special terms 
of withdrawal coiTesponding with the course of business and the conditions prevailing 
from time to time, but not running for less than three months.” 


Paras. 113-i. 
J. Brett, 690. 


Paras. 121-2, 


Paras. 366-70. 


Unlikelihood of large surplus deposits in Irish Credit Societies. 

428. We consider that even a large augmentation of the amount of deposits 
received by Credit Societies in Ireland would not appreciably affect the Joint Stock Bank 
deposits, which are, as a rule, not placed in these Banks by small farmers of the class for 
whose needs Credit Societies are more especially adapted. Any substantial addition 
to the deposit.? of Societies would probably take place mainly through the transfer of 
deposits from the Post Office Savings Bank, and through increased habits of thrift. Most 
of the original deposits in the Ballyragget Credit Society consisted, we were told, of sums 
previously kept uninvested in the houses of the people. 

Although no State Post Office Savings Banks exist in Germany, the competition of tis 
public Savings Banks, which usually possess the guarantee of the district or town in wHch 
they are established, is, as we have shown, very much felt by Credit Societies. Similarly, it 
seems probable that the far-reaching competition in Ireland of the Post Office Savin|s 
Bank, with its absolute State guarantee and conditions of comparative secrecy, will for 
at least some time to come render it unlikely that, save in exceptional cases, more deposits 
will be offered to Credit Societies than they can make use of in loans. The detaib which 
we give elsewhere in our Report reveal the comparatively small extent to which the Irish 
Credit Societies have hitherto succeeded in attracting deposits. Hence the problem of 
surplus deposits is not likely to become acute in the near future — a further reason, iu out 
opinion, for not establishing any Central Bank in Ireland at the present stage of the move- 
ment. 

Legal opinion that Deposits of Credit Societies under Friendly Societies Act must not 
exceed two-thirds of the Loans to Memhers. 

429. A restriction upon the reception of deposits by Credit Societies which has, we 
think, been largely lost sight of, and which is not referred to in the T.A.O.S. Rules dealing 
with deposits, is that contained in the Friendly Societies Act of 1896, laying down that 
“ a Society shall not hold at any one time on deposit from its members any money beyond 
the amount fixed by the rules, and the amount so fixed shall not exceed two-thirds of the 
total sums owing to the ^ciety by the members who have borrowed from the loan fuud.”| 

^ ItV’e are legally advised that, although the Societies’ Borrowing Potva's Act enabled 
Societies to borrow from non-members, the above restriction as to the amount to be held on 
deposit appli^ also to money thus borrowed. Consequently it would seem that many 
Credit Societies are now acting illegally in accepting deposits beyond this two-thii(h 
limit. Obviously no question of surplus deposits can arise if the provisions of the Act 
be adhered to. No such restriction is found in the Industrial and Provident 5orieites 
Aci, under which limited liability Societies are formed. The recommendations contained 
in this portion of our Report are made on the assumption that no legal limitation upon 
the amoimt of deposits receiv^ by a Credit Society is allowed to remain. 

The Rules for Credit Societies imder the Friendly Societies Acts should contain a 
statement of the specific legal limitation above referred to. We may add that this restric- 
tion merely furnishes yet another illustration of the unsuitability of this Act for the purposes 
of rural credit orgamsations. ■' 


Failure of Local Loan and Savings Banks in the Grand Duchy of Hesse. 

j-i. ^ small Credit Society in accepting surplus deposits far beyond 

the borro wg requirements of its members are well exemplified in the recent disastrous 
failures of Credit Societies m the Grand Duchy of Hesse. 

It appears that the p^sants and tradesmen of Nieder-Modau, a village near Darmstadt, 
founded a Loan and Savings Bank on an unlimited liability basis. From the beginning 

113 . 
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Lvnkp Hie important rule that such Societies should operate in a limited sphere, for 
hiah interest they attracted deposite from all over the province, and even from 
Tovinces - so that no less than £150,000 was placed with them, an amount far m 
L’TSie meUers’ horrowing requirements. This led the Society to do business with 
®Sers gLSg too large credit, Ind risking its funds in financia schemes outside the 
outsiders, g » ^ savings were invested m urban real estate and bulling 

“S of uncertain value, in second and third mortgages, and similar nsky investments. The 
qorirtvCshler was united for the post, while the Board of Management and the Council 
, WridsZ seem to have neglected their duties, and to have left the workup of the 
sc^rtralniost solely in his hands (a very frequent defect m Co-operative Credit Societies 
SanXnd Socities in Ireland). Finally this officer was sentenced to imprisonment 

for forgery. , . ■ ■ 

The Co-operative Federation and the Central Bank were fully ‘‘Ti® “^oa^SZ^e: 

* . Ho,, of the Societv and tried to avert disaster hy reorganisation of the Board of Manage 
mmt by obliging tL Board and the Council of Supervision to fuimsh security, and hy 
ment, “T “““g'ug December 1911, the Society had to he declared insolvent, the assets 

Cg aS the toSil25:000, l^vi/g tr^;,“tad^rirahout nST 

thl memhers had Seep„a, see. 

Disaster due to excessive deposits, risky investmaUs, asul defective supermsum. 

«I That this u— te 

of the Nieder-Modan Bank was due cLless management 

excessive amount of deposits 'i**™*®? ^ ^ ^,Jnks have followed on the same lines, 
and insufficient supervision, J j amongst a total number of more 

To statisticians tbe occurrence of phenomena of ° this is a rather poor 

than n,000 rural loan and savings banks ““7 P co-operative organisations must 
consolation, and we must m any case b e™ the future. Unhappily 

take energetic action to P®®™^^® ^ Grand Duchy of Hesse which may be 

there is still a certain numhei of banks m m ah-eadv suffered such losses, due 

expected to sufier extraordinarily Keayy V- jiodau Bank. Tlius we may now 
to causes similar to those that have ®™®1*® W D“®iy Hesse 

speak of a crisis in tbe agneultural ®“'°f ®“^ ® tpe failure of central finanoml 

Wt has contributed to render it appieciably Society, tbe Darmstadt Adimuis- 

tbe- Agricultural Credit p„„. l.e-0. 

Bank of Frankfort-on-Main.”* Beiious situa- 

Youi- Committee have thought it f became of tbe important lessons 

tion in the co-operative credit movemen^t m Ceiman^^^^ 
which it teaches as to the ™f®'®^yJl™berT?nd^d^ '>® 

Societies, if the risk of senous loss to ® brinff about tbe collapse of tbe Niedei- 

factors, as indicated by Dr. Grabem, coi onerations unwise speculations, careless 

Modau Society-undue extension .“ “®“ .^STe main causes, as we have seen, 
management, and defective supervision , j„„osits far beyond the local requirements 
was the reception by the Society of surplus deposits tai Dey 

of borrowers. _ 


oulluml Credit in Gerniamj and the Lessons to beleai nedjioiii it, y 




oullural Credit in Gmnany and tnehesso^is to ue Sankruct 

mo“L“'go, 

with L estimited deficit of ovei £63,000, owmg maiMy to the glen g 
Tatjes-Zeilung, (16 Feby-, 1914). 


Printed image digitised by the University of Southampton Library Digitisation Unit 


671-886: 


See para. 887. 


46G7-78. 


1912. 


184 DEPARTMENTAL COMMITTEE ON AGRICI^LTURAL CREDIT IN IRELAND, 
Difficulties caused hy Surplus Deposits in the BaUyragget Credit Society. 

4:32. The case of the Credit Society at BaUyragget, County KiIkeimy,foundedmtheyeai 
1901, was frequently brought under our notice by witnesses, owing to its exceptional 
success in attracting deposits. In 1912 it held deposits to the extent of £l,200, this amount 
being exceeded in the case of only four other Credit Societies in Ireland. Full details of 
its history and working were furnished to us by its very competent Secretary, Mr. John 
Brett, to whose personality, as well as to the efioi'ts of the Very Rev. Dean Barry, mucE 
of the Society’s success has been due. The Society at first paid per cent, on deposits 
but found it necessary to reduce this rate to 3 per cent., owing to the nmnber of deposits 
received. 

Mr. Brett — in our opinion very wisely— expressed preference for small and new deposits, 
rather than large standing deposits. The average amount of individual deposits intbe 
Society was, he informed us, £60. This Society exemplifies in a striking way the difficulties 
which arise from the acceptance of deposits in excess of the local demand for loans, unless 
there be some organisation to which such surplus can be profitably transferred. In this 
case the excess deposits amounted to the large sum of £300, of which £200 was placed in 
the Post Office Savings Bank, the greater portion of this being invested in Consols, 
addition there was a sum of £100 in a Joint Stock Bank and in the shape of cash m hand, 
When asked whether he was of opinion that the soundest plan would be to accept deposits 
only to the extent to which they were required for loans in then locality, Mr. Brett replied: 
“ That is my opinion, and I refused lots of deposits within the last six years.” Delicate 
banking questions as to the wise investment of a Society’s surplus funds cannot be properly 
dealt with by the average Committees of rural Credit Societies, who have not the requisite 
business knowledge or training ; nor, again, are there many Secretaries who are possessed 
of Mr. Brett’s business ability and energy. 

The BaUyragget Society, we may add, furnishes a good illustration of the 
difficulty in attracting deposits till confidence is fully established. In the hist year no 
deposits were obtainable, although 3^ per cent, in interest was offered, and in the" second 
year only £10 was deposited — which was withdrawn after two months. By the third 
year, £94 was obtained, while in 1912 the deposits amounted to £l,200. 

B'li'. A. Swain, who is in charge of the audit department of the I.A.O.S., and has had 
therefore considerable experience of the financial working of Ci-edit Societies, expressed 
himself as strongly against the principle of surplus deposits being accepted. The following 
is an extract from his evidence : — 

Q. “ Don’t you tkink in a case like that (the BaUyragget Credit Society) where the deposits are larger 
than are needed, it would be well to limit the amount of deposits’ ? A. They must limit the 
deposits, there is no alteruative. The time came last year when they had to stop taking deposite. 

The personality of Mr. Brett atti-aoted these deposits largely to the Eallyraggett bank. 
The people have absolute confidence in him. 

Q. “ Do you approve of a Credit Society taking more deposits than it can lend out t A 
No. 

Q. That is your idea of what a sound bank would be — a bank getting enough money from local 
deposits to be able to transact most of its business, and an overdraft to supplement that for its special 
necessities s A. Certainly.” 

Mr. George Russell informed us that when acting as organiser of Credit Societies 
ms general advice was “ to raise money by local deposit up to a,n extent that they found 
they could use the money continually, and to receive no more deposits but to get an over- 
draft and use it for exceptional necessities — ^pressure upon loans or if they had to pay 
back deposits. . i v 


Central Bank not recommended at present stage of the BIovemeni’ in 
Ireland. 

1 the quotations which we have given from the evidence — ^and these represent 

r ^ of the yiews_ expressed to us by witnesses on this subiect — ^it will be seen 

at there was much ffiversrty of opinion as to the advisability or otherwise of accepting 
siirplus deposits aEd ot establishing a Central Bank or Credit Institution in Ireland. On 
the question of the necessity of some central body to perform the duties of supervising 
and mspectmg the local Societies there was general agreement, the desirability of such 
ceu ra supemsion eing fully recognised. We are now dealing, however, solely with 
the proposal that a central body should be established in Ii-eland for the purpose of acting 
either (a) as a simple Clearing House for surplus deposits, or (b) as a fully developed Central 
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■R k acceDting deposita from Credit Societies and possibly also from individual depositors. 

At 1 InouilT some witnesses stated that unless tbeie was a financial tie between 
it, central body and the local Credit Societies any power of control given to the former 
be inefiectual, as there would be no real means of imposing its ivill upon the Societies. 

Wr a most careful consideration of this branch of the subject m aU its aspects, 
nr" Committee cannot recommend the establishment of a Central Co-operative Eanh m 
Wknd at the present stage of the movement. We believe that for some time the 
'ISest nolicv for a Credit Society will be to aceept in deposits only the a.mount which 
is fomid on the average, to suffice for loans required by its members ; and at the same 
fimrto obtain a potential Bank overdraft, which would enable the Society to repay 
Trail unexpected withdrawals of deposits. Several of the most successful Societies 
in Ireland are at present operating on this prmciple of supplying their capital mamly from 
denS te in coniinction with a potential Bank overdraft, ivhile steadily building up a 
rSrve fund out of the small annual profits accruing. Several witnesses possessing 
S experience and knowledge of Irish conditions have expressed themselves as m 
asreement with this view ; but we have given full weight on tlm other hand to the 
egressions of opinion in favour of a Central Co-operative Bank, based on Contmental 
models. 

A Central Clearing House not considered feasibk. 

434 The via rmdia proposed by some witnesses, i.e., the estoblishment of a central Seep..», 421 - 3 . 
" clearing house, ” confined to the balancing of demand and supply m deposits, would m 
our opimon be most unsatisfactory, and would inevitably lead m course of time, as deposits 
TtS to aecmnulate, to the creation of a Central Co-operative Bank, undertaking all 
the functions of a Joint Stock Bank in the investment of funds and the general reception 
of deposits from outsiders. It would not he feasible, m our view, so to^ arrange 
central clearing house would constantly have in its possession approi^ately sufficient 
surolus deposits from certain Credit Societies to meet the nee^ of other Societies reqmrmg 
further capital. It would, in fact, be' much more difficult for a large cmtral body ttus 
to adiust Cie demand and supply of Societies spread all over the countay than it wqnW be 
for a teal Society, working m a Lrrow area, and with personal teowledge of its mdmdual 
memS Trtteir requirements, to balance approximately the deposite received and 
the loans made. ThLfore surplus, 

Ireotfon!" 1™": Sr^rnettemd bod^e/endent 

of a loan 4 a definite period, since other Societies may find it necessary at any time 
recall their deposits from the central body. 

Central Bank and the Joint Stock Barths. 

43 S It has been urged that, with the establishment of a well-qrgainsed Central Bank 
the necessity for potentkl overdrafts for teal Societies "jj* tetL 

cease, and that the co-operative credit movement 
cause of its complete “'impendence of the ordinary a Igg 
Tour Committee believe, however, that if a Central Credit Bank were nmv n 
a considerable time must elapse before it would find iteelf “ y‘™ng “101 posi 
and would be itself independent of aid from the Stock >01^00^ be 

are in the Credit Societies few surplus deposits availa , reasonable prospect 

entirely premature to create a central mstitution until there was some leasonable pro p 

of sufficient funds being available from local excess ^ j object of Central 

The supporters of a Central Bank “cbeme ate 
Banks would be to act as an mtermediaiy between trouble and inconvenience 

Joint Stock Banks. These Banks, it is said would be ^ security 

of negotiating directly with small teal Societies, and o a the aid of the central 

oSered by the members, and would instead haw the m'ivantge o of me 

body which, being in touch with the teal would take tte pin^^ “sp 

for the safety of the overdrafts or loans made by the 4 ■ hut for the various 

There ar 4 admittedly obvious advantages “ J for. The 

reasoi^ given, we believe that at present a central body tyP Continental and other 

circumstances in Ireland are such as to render piece Thenumberofbtaiich.es Seu iku-os. 3s-4 

countries in regard to Central Banks very largely mapplieable. The unmoor 
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of Joint Stock Banks in Irish rural districts is, as we have seen, comparatively large, and 
is steadily increasing. By means of the useful system of overdrafts to Credit Societies 
these Banks are at present performing a very valuable service to co-operative credit, and 
are thus a-idi-ng indirectly the small rural classes \vith whom direct business would not 
prove profitable for the Banks. As admitted by several witnesses representmg tlie 
Seepaia. 397. co-operative movement, a Central Bank would not be in a position to give any better 
terms of interest to the Societies than are now offered by the ordinary Banks. 

We desire to make it quite clear that the mere fact that a Central Bank 
eventually enter into competition with, and as a result be opposed by, the Irish Joint Stoci 
BarTtlfR would not, in our opinion, be a sufficiently valid reason for hesitating to establisl 
such a central institution, if the real interests of the small rural classes of the country would 
be materially advanced thereby in a way not possible by any arrangement between the 
■ Joint Stock Banks and the Credit Societies. 


“ Central Co-oferative Credit Society'' registered by the I.A.O.S. in 1913. 

436. Your Committee understand that the I.A.O.S. took steps during the progress 
of the Inquiry to register a Central Co-operative Credit Society. The ^vitnesses repre- 
senting the I.A.O.S. at our sittir^s did not, when dealing with the question of Central 
Credit Institutions, refer to' the intention thus to establish in the immediate future a 
central body of this nature ; the following particulars in regard to it are, therefore, based 
merely upon the printed Rules and Circular Letter issued by the Society. 

The new Society has been registered under the Industrial and Provident Societies Act, 
1893. In a letter issued on the 27th March, 1913, its primary object is described as being 

'■ to act as a Clearing House and a Federation tlirougli which approved agricultural banlcfi can pool their 
securities and, by taking shares in the undertaldng, partake of its benefitH. The benefits proposed are 
that the approved societies can, as the Society’s finances allow, borrow deposit's in tlieir corporate capacity 
and that societies having a surplusage of deposits can transfer them to the Society. It is also intended 
that societies participating in the scheme shall receive special attention from the I.A.O.S. The want of 
sufScienfc supei’vision and instruction has long been felt by some of the poorer Kocieties, and it is honed 
to overcome this difficulty by getting them into touch with a federation which, in its own interest nofeas 
than theirs, will occupy the position not only of a source of capital, but also of, to sonie extent, a Council 
of Coutrol. Only societies accepting such conti’ol, which, of course, will not bo of an arbitrary character, 
will be accepted as members.” ’ 

The objects of the Society are defined as follows in the Rules : — “ to provide fimds 
by means of share contributions, loans or deposits, to be re-lent to approved co-operative 
societies for approved objects, to act as a- clearing house for such societies having occasion 
to lend to or to borrow from each other, to act as inspectors, auditors and accountants 
in connection with the societies with which it has business transactions, to carry on the 
business of banking and insurance, and to do all such things as may be necessary to the 
accomplishment of the foregoing objects, subject to the provisions of the Act.” 


Legal opinim that placing of funds of Credit Societies with Central Credit Society, urdess 
the investment he ‘ secured,' is a breach of trust under Friendly Societies Act. 

436a. In view of our having been legally advised that a Credit Society could not, 
under either the Friendly Societies Act or the Industrial and Provident Societies Ad, 
place any of its funds on deposit in a Joint Stock Bank (save the Bank of Ireland) but 
only on current account, we deemed it desirable to submit for legal opinion the question 
as to whether a Credit Society had any statutory power to deposit or invest any portion 
of Its luMs m the aboyeCentral Co-operativeCredit Society. We have beenadvised that 
under ^the Friendly Societies Acts such disposal of the funds constitutes a “breach of 
trust, unless the mvestment be “secured” (see Section 44 (e) of the Friendly Societies 
Act or 1896). Apparently, therefore, the placing of the fimds of Credit Societies on 
deport in this Central Society is not in accordance with the Act of Parliament. 

Your Commttee’s conclusions in regard to the undesirability of establishing at the 
present stage of the co-operative credit movement in Ireland any Central Credit Institu- 
tion or Bank, together with the reason which have led us to those conclusions, have 
been luily stated^ above. The limitations, under existing legislation, upon the functions 
Society, as set forth in the above legal opinion, add considerably to the 
cbllicuitjes connected with such an institution. 


Central Co-operative Agricultural Bank in England. 

437. In connection with the Co-operative movement in England and Wales, a Central 
Bank was founded in 1908 mider the auspices of the Agricultural Organisation Society- 
the co-opeiative organising body corresponding to the I.A.O.S. in Ireland. This Institn- 
tion is entitled the Central Co-operative Agrioultuial Banic, Limited,” and is registered 
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under the Industrial and Provident Societies Act, with limited liability. Its objects 
are set forth in the Rules as follows : “ To carry on the business of banking in all its branches 
includins the advancing of money to Agricultural Credit Societies and Agricultural Co- 
operative Societies, and thereby to assist the development of agricultural co-operative 
credit and other forms of agricultural co-operation.” 

It appears that tne chief reason for the formation of this Bank was the difhcuity of 
obtaining capital for Cc-operative Societies from the ordinary Banks. “ A good many 
Societies experienced a difficulty in finding Banks willing to lend them the capital they 
required, and, after careful deliberation, the Committee of the Agricultural Organisation 
Society kme’to the conclusion that a Central Bank was required to meet this difficulty, 
and the Central Co-operative Agricultural Bank was accordingly registered.” Apparently, 
however, the operations of the Bank have been hampered through lack of sufficient capital. 


From a statement furnished to us by Mr. J. Nugent Harris, Secretary of the Agricultural 
Organisation Society, it would seem that the arrangements recently made with 
certain Joint Stock Banks in England and Wales in relation to the financing and audit of 
Co-operative Credit Societies have had their influence upon the policy of the Society in 
regard to a Central Bank. Mr. Harris states 

“ Since its formation the Central Co-operative Agiioultural Bank has made loans to the total amount of 
£1 100 but many of these were made in the first case for one year only, and have been several times renewed, 
so ’that its actual transactions are considerably more in amount. In view of the proposed legisl^on, and 
the negotiations entered upon by the Board of Agriculture and Fisheries with the Jomt Stock Banks for 
loans to be made by the latter to credit societies, the policy of the Central Bank has necessarily been a 
cautious one for the past two years when considering the (luestion of granting faesh loans. Phot to its 
formation the greatest difficulty was often experienced by societies m obtaining the necessary funds to lend 
to their members. No definite decision has been arrived at yet with regard to the positim to be held 
by the Central Bank in view of the arrangements between the Board of Agncultui’e and Fisheries and 
the Joint Stock Banks.”* 


The interest charged to the Societies is 4 per cent., but the Central Bank reserves the 
right to charge a slightly higher rate i£ circumstances render such a course ju. 

The interest paid by the Central Bank on deposits is 3 per cent, per annum. The Bank 
recommends Credit Societies to pay interest to depositors at the rate of 3 per cent. ; to open 
an account ivith a local Bank or with the Post Office Savmgs Bank ; and to pay into this 
account all sums received as deposits or in repayment of loans. It mil be seen that under 
this scheme a Society sending its surplus deposits to the Central Bank receives only the 
same rate of interest (S per cent.) as that paid by itself on these deposits, leaving no margin 
of profit to the Credit Society. 


Overdrafts granted to Irish Credit Socreties at 4 pei cent. 

438 The present arrangements with the various Irish Banks for overdi-afts closely 

resemble the famous Sooteh “cash ^ 

made by the I.A.O.S., on behalf of the Societies m 1903, aU the Joint Stock Banks in 
Irelandf with the eioeption of the Boyal Bank (which ^ 

country districts), agreed to grant overdrafts for 

ioint and several guarantee of approved persons. In the great majority of cases the 
joint ana several guaiauce w njnvmittee who are usually the most substantial 

S«??f~de^y X ofX £k"^ to a fixed ral of 4 per cent while 
the others, though not consenting to a fixed rate, charge, we understand, as a lule on y 
4 per cent. 

Smetnenis of Irish Banks in Bedard to Credit Soaetres. 

439. In the communication sent by your Committee to each of the Joint 5W. 

Banks information was asked for in regard to the re a ions ^ 

the Bank and the Agricultural Credit Societies to which 

The full lepUes received from the Banks have been printed as ™ ’’ 

blit we may quote here the statements made in regard to Credit Societies. 

Bank oj Irdand. 

•• The Bede has readily met the -9-— ^ 
pern of the eouati-y wheneyei asked to do so, the edvances being eeomra oy .^ 6 

by some of the piomment members, end the lesnlts keve 

■■ The interest is elway. charged by the Bank at a fixed rat. of 4 per cent. 


* See Appendix 5 to Minutes of Evidence, 
t See Appendix 1 to Minutes of Evidence. 
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Beljast Bauhifig Company. 

“ We have the accounts of a number of Agrieultui-al Credit Societies, which are almost iuvaiisii 
overdrawn accounts. In every case the bank overdraft is secured by the joint and several 
of the farmers interested, and in some cases also by the local gentry, clergymen, or doctors ^ 
are interested in the wellbeing of their neighbours. The large majority of the Ulster Societies have dn™ 
well, and are satisfactory clients, although a sinail minority of the undertakings, through faulty adminf* 
tration and want of ordmaiy business knowledge and care, have been failures with disastrous results T 
the guarantors. Such failni'es only occur in ‘ baclrward ’ cUstricta under bad management.” ™ 

Mumter and Leinster Bank. 

“ The Bank's deahngs with Agricultural Credit Societies have been as yet few, and it has no kaowieds. 
of their working. The advances made are secui’ed by personal guarantees.’’ “ 

NorOtern Banking Company. 

“ Where the Committee are men of substance and repute, their guarantee has been accepted foi 
loans to the vanous Agrioultm'al Credit Societies. These Societiea have not been uniformly succKshl 
In many instances the Committee ai'e not men of business, and are only too ready to delegate duties wLidi 

they do not understand. Bntwhilethei'ehavebeenmanyfaiiures,therehave been also inmanyinstancM 

good results under good management.” 

Ulster Bank. 

“ Our advances to Agricultural Credit Societies have been comparatively moderate in amount 
“ Our advances from time to time under all these headings have, on the whole, been well met, altloneli 
repayment is sometimes slow.” ^ 


Arrangements of Board op Agriculture and Fisheries with certain English 


440. .While dealing with the relations of the Irish Joint Stock Banks to rural Credit 
Societies, it may he noted that in England several Banking institutions have also agreed 
to grant cei:tain facilities to these Societies. The following is the information on the 
subject given by the President of the Board of Agriculture and Fisheries to the House of 
Commons on the 14th January, 1913 ; — 

“ The Board of Agriculture and Fisheries have been in communication with the leading joint stock 
banks which have branches in the raral districts with regard to the assistance which the banks can oSer, 
in accordance with ordinary banking principles, to registered co-operative credit societies conaMne 
mainly of small holders and allotment holders. 

'• The Banks nam^ below are willing that the manager of any of their countiy branches should 
have permission to assist in the formation of such a society, with liberty to give advice to its officenon 
matters of book-keeping, and to take a pai't, when requested in the audit of the annual return without 
remuneration. They will also favourably consider the acceptance by their managers of the post of unp^ 
treasurer, provided that it does, not involve membership of the society. 

These banks are prepared to allow to such a society as good rates as possible for money in their 
hands. ■' 

“‘They will also be prepared to give favourable consideration to applications from such societies 
for advances, hut will require in each case to be satisfied as to the security for the loan, and a^oi^h 
they wil require it to be made repayable on demand, they will in general practice be ready to lend to 
12 months and the loan mil then be subject to repayment, renewal, or reduction. If satisfied that the 
lomt liabihty of the membei-s of the society imder its imles constitutes an adequate security for a proposed 
loan, the bank will require no further guarantee for its repayment. In consideiing the question of aeciuity, 
It should be borne in mmd that, under the model rules for a society registered under the Friendly Sooietiss 
membei- of the society is, equally with every other member, jointly and severaUy liable to 
all debts incurred by the society. 

“ The rate of interest to be charged on approved advances to such societies will be a favourable fixed 
rate, subject to a year s notice of alteration. 

It will thus be seen that the committee of any registered agricultural co-operative credit society 
may ^ply Mme confidence to the local branch manager of any of these banks for advice and help 
m matters of book-keeping, accounts and audit, and that if they wish to obtain an advance from the barit 
and are able to satisfy the manager and directors that the security for repayment is sufficient, they may 
expect that their apphcaiaon for a loan will be granted on these favourable terms. 

= f t of other banks which may agree to the above areangements will be published 

at a future date. (Herejollows a hsi oj twenty Banks).* 

Yom Comimttee are not in a position to express an opinion in regard to the arrai^- 
mente above outbued, or as to the prospect of their successful working. Their details have 
received considerable cnticism, favourable and otherwise, in th.e press. In some respects 
the proposals go beyond the scheme in force in Ireland.' It does not seem probable, for 
instance, that the Irish Joint Stock Banks would permit a Manager to accept the position 
of unpaid Treasurer of a Credit Society, or to act as its auditor 

* o ^ Evidence, From the recently issued Anmud Report of Proceedings 

Aas [Cd. 7328-19U] it appears that 13 Credit Societies in England and Wales have 
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The rates of interest which the ErigUsh Banks will allow Credit Societies on deposits, 
nd charge on overdrafts, are not definitely stated, and much must depend on the intex- 
Tiretation of such phrases as “ in accordance with ordinary Banking principles,” “ satisfied 
s to the security for the loan,” &c. If satisfied that the joint security of the members of 
the Society is adequate to safeguard a loan, the Banks will not, we gather, require (as is 
the practi4 of the Irish Banks) the personal guarantee of the more substantial members. 
The condition that overdrafts must be “ repayable on demand ” (though in general practice 
they are to be available for 12 months) is one which, if enforced, would cause as much 
inconvenience to a Credit Society as the sudden withdrawal of a large deposit. Only the 
practical working out of the scheme will enable its merits and defects to be adequately 
judged. 


Criticism of scheme by Land Enquiry Committee. 

441. We observe that the recent Land Enquiry Committee were of opinion that the 
suggested arrangements would be insufficient to attain the_ object aimed at. They state 
in their Report : — “ So far as we can ascertain, however, it is not thought by agriculturists 
that this scheme will substantially improve the position. The great difficulty lies in the 
phrase, ‘ will require in each case to be satisfied as to the security for the loan. . . ^^le 
agreeii that the Board of Agriculture shovdd try, as far as possible, to use existi^ 
machinery for the purpose of improving credit facilities, we have reluctantly come to the 
conclusion that the scheme it promulgates will only partially meet the needs of Small 
Holders and small farmers. In our opinion, the time has come for devisii^ some scheme 
whereby State credit can be utilised f(fr this purpose.”* 

Whatever may be the immediate results, it is gratifying to find so many of the most 
important Banks thus evincing their willingness to assist the co-operative credit movement, 
thereby proving that these important commercial Banking conceins mal^e that there is 
no necessary rivalry between them and Credit Societies in the wide field of agricultural 
ciedit. 


Overdraft arrangements leave unsolved the problem of Surplus Deposits. 

442. While the overdraft arrangements with the Joint Stock. Banls overcome 
difficulties which Societies experience in havingrequisite fundsalways atcall to meet possible 
emergencies, they do not, under existing conditions, solve the important problem of surplus 
deposits. If a Society have temporarily in hand a larger amount than it can make 
use of in loans, it is obvious that unless such surplus can be deposited or invested at the 
same interest as that given by the Society to its depositors, or a shghtiy 
mte, the Society loses by the acceptance of such additional tads We have Se. pam. 3 

elswheie leconunended that the normal rate of interest allowed by Credit Societies to 
depositors should be Si per ceut. (equivalent to eightpence per pomd per annum). This 
rat^ beiug higher than that ofieied by the Post Office Savings Ba^s (2| per cent.), woffid 
to some extent tend to attract deposits from that institutiom _ ^ ® 

lower than the rate (4 per cent.) at which overdrafts can he obtained from the Joint S^ck 
Banks, and Societies would accordingly not be tempted, as so many have been, to depend . ■ 
for their capital mainly on those overdrafts, to the smous detriment or neglect of the 
important tLift side of their functions. If the rate of per cent, be adopted i* ’^“"d 
be necessaryfor a Society to obtain at least thatinterest upon any surplus depos.te to avoid 
loss, while 3i per cent. TOuld be requited to enable any profit to be made on these tads. 

Some of the Banks at present allow, we understand, 2i per cent, on the credit hak^ 
of the current accounts of Credit Societies, while others allow no interest on these balances. 


Legal ovinim that live Jthcmg ofSoeieties’ Funds on deposit in Joint Stock Banks 
is not allowable. 

443. Your Committee have gone oarefally into the question of the 
of Credit Societies, both of the unlimited and himted hability type, to ^ 

funds on deposit in Joint Stock Banks. The legal opimons which we S 

this important point are to the effect that the placing of the deposits of Societies m Join 


* The Report oj the Land Enquiry CommiUee, Vol. I., Bural, pp- 425-426. 
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StoctBaiiks(asdi— 

Sectio^4 of the Friendly SoM^ Acl of 1896 the BurpluB fmds 
ct TFrieX'SolTLl hl invested in certain specified wnys, «■«.. m the Post Office 
Tr^te^ S^^Ms Bonks ; in the public funds ; with the National Debt Comnnssioaers j 
mThrnuSe of land and erection or alteration of buildings ; and upon any ofe 
securiwCessly directed by the Eules of the society or branch, not being petsosal 
sSS except Is in this Act authorised with respect to loans. * This apphes h, ft. 
case of ’credit Societies based on unlimited habih^.^ The Industrial a,nd Prmiax 
SodriL Aet of 1893 (under which hmited liabihty Societies are formed) pves a Society 
plw ta invest any part of ita capital in any. security authorised by its Eules. and ah„, 
if the Eules do not direct otherwise, in certain specified ways-T 

We are legally advised that a deposit in a Joint .Stock Bank eunnot be regarded nude, 
either of the above Acts as " security ” (save that in the case of the Bank of Ireland a 
Deposit Eeceipt is trust security withm the meanmg of the Tmstee Act, Ireland). 
Slarly a deposit in a Joint Stock Bank is not, we are advised, m any sense an inv* 
SSt ” of funds. Although the Committee of a Credit Society would be authorised nndei 
special circumstances to place money on current account in a Bant we are advised t at 
it must be clearly understood that in doing so they are depositing the money, not tor ft, 
pmpose of investing it but merely for the proper conduct of their busmess-no money 
being allowed to remain on cuirent account beyond what is strictly necessary for that 
purpose. 

This serious limitation upon the power of Credit Societies in disposhig of their sn^ln, 
funds furnishes yet another of the numerous proofs we have received of the unsmtabihty 
for the special needs of co-operative credit of the Acts of Pa,rliament under which ft. 
Societies are now registered, and points to the desirahihty of suitable legi^ilafton beiM 
introduced deahng mth the whole subject. The Select Committee of the House_of Lori 
in 1910 upon the Thrift and Credit Banks Bill recommended that Credit Societies shonld 
be empowered to deposit their surplus funds in a local Joint Stock Bank if they so desue 
■With this recommendation we are in the fullest agreement ; indeed, without this_ su^ested 
power the whole rural credit movement in Ireland will, in our opinion, be seriously and 
permanently handicapped : for although we do not recommend the general reception by 
Societies of deposits in excess of the borrowing requirements of their members, it wouM 
be manifestly impossible for a Society to avoid having at various times su^lus fun® 
temporarily in hand, for which a profitable place of deposit should be available. 


Deposit of funds of Credit Societies in other Sodeties a “ Ireach of trust" wdet 
Friendly Societies Act, unless investment be " secured." 

444. The Eulej: of the Irish Credit Societies dealing with investmeut of surplus fuids 
is as follows : — 

“(a) The General Meeting shall elect one or more Tiu.stees to hold the property of the Society. 
These Trustees shall be entitled to invest any money belonging to the Society which is not required i 
loans in such of the following manners as the Committee and Council, or the substitutes for Council, ah 
sanction : — ■ r, t, • 

In the Post Office Savings Bank ; Public Funds ; Government Securities m Great Britain or 
India or the Colonies ; Debentures or other Securities of any Company incorporated by Charterer 
Act of Parliament, and paying dividend ; or in the Securities of any County, Borough, Parish Comi 
or Rates authorised to be levied and mortgaged by Act of Parliament. _ • i ti.. 

(6) The General Meeting may, by resolution, empower the Trustees to invest any portion oltn 
funds of the Society, not required for loans, in any Agricultural Bank in Ireland with whose good manage- 
ment they are satined.” {Rule IX.) 

From legal advice which we have obtained in regard to the latter portion of the above 
Eule, it appears that any depositing of the funds of a Credit Society organised under we 
Friendly Societies Act, with another Credit Society, would constitute a “ breach of trust, 
unless the investment be ‘ secured.’ We have referred to this matter when dealing with 
the Central Credit Society created recently by the I.A.O.S. 

* By Section 4 of a subsequent Act {8 Ed. VII., c. 32) power is given to Friendly Societies to place fund* 
m any investment in which trustees are for the ti inA being by law authorised to invest trust funds, 
f See Section 38 of 66 and 57 Viet., c. 39. 
j See Appendix 22 to Minutes of Evidence. 
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•-T Stock Banks and bate of interest allowed on Deposits of Credit 
Societies. 

iA- issiiminK any legal difflenlties in the way of tie direct reception by 
. 1 , Benks of deposits from Credit Societies to have been removed, and ■ 

T tPp limitation under the Friendly Societies Aa of the proportion to be p „.,4 
also me , „£ a Society to the loans made to members, your Committee 

’’Td Lolriy moommend as worthy of consideration by all the Joint Stock 
Sis the adoption of the system of allorring per cent, on any s^lus fun^ 

1 icieties which may he placed with them. If necessary conditions codd 
b. attacid laying down a certain length of time for notice of withjawal of comparahvely 
? . .mounts’^ It must be recollected that a Credit Society can obtem per cent, on its 
Sey S Govinment guarantee, in the Post Office Savings Bank, with easy faoih .es 
Sr Sawal at short notice. Some Societies have temporanly invited then surplus 
p Tin tMs vp.poer If it were found feasible for the Jomt Stock Banks to aUow a sight 
S i ti rate of 2i per cent, on the deposits of Credit Societies (while charging 4 per 
S Ts before, on oiriafts) much of the difficulty of surplus funds in these Societies 
be surmounted, and considerable benefit would be conferred upon this most iisefid 
form of small rural credit organisation. 

Apossihle*^ 

Sem 'oi S?it may^reduce the late of interest on deposits to 2|. or even to ^ 

r ’ 1 ■ i-'Ua nn a level as resards interest paid — with the Post Ornce Sa^ngs 

Sk^ SsieioTidiii^fe o/interest has bin already taken by several Insh 
Letieswhendiositesh^^^^ 

Mr^r|eratelllowed^^^^^^ 

rid&?t .dthontiss (sL of time and 

trouble), but would make no profit. ^ , 

T • • T^lon /tf fLiq sort is well worthy of consideration as a basis or 

In our opinion, some plan should hope that Credit Societies would not 

negotiation with the Joint Stock Banks. nn tLeir ile-nosits below 2i per cent, 

find it necessary, even temporarily, to ^wct Societies would not be appreciably 

The proposed fractional nse in the rate ^ 

felt by the Banks, while the gam to the wh y throueh the gathering in of small 

savings by the local Soci^iea. ih g contrary, the bulk 

have found theur way to Oocieties would in time constitute a new source 

of the surplus func^ thus gathered m by h i. +« that the slightly higher rate of 

tively small proportion of the total deposits. 

Possibility that Central BanJc 'may later on. he Immd necessary. 

446.ShouldfheJoinfStockBanksfindtef^^^^^^^^^^ 

outlined, by which the surplus deposits ^Tpvent loss accruing to the Credit Societies 

at arate of^restwhioh wo^d.^atth^^^^^ teture an 

SSSfteai*"clo?:rSt.^wldhei^^^ 


3h Central Co-operative jsamt wum-.* aw,o;,.e;£.a /Ipnosits 

It is reasonable to assume that under a fgiX‘re-b^ to Societies in 

ivill in course of time-though the process ^ proportiou of 

much larger quantities than at pres ' e j ^ .gf^ge. deposits. It is also, on the 

the existing Societies have found themse v Societies as lending institutions for 

other ha3 equally possible that, as au^^ appreoiaSid, the demand 

small rural credit purposes “ ® g,,tive with, and even exceed, any increase 

for loans may for a prolonged period pro be few advantages to he gamed by 

in deposits. TOle that position lasted there would be tew aav g 
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1 -I.V -u t o no^tral Rani whioli are not at present coniened by tbe overdiaft 

arrangementa a Centml Bank is built up, the more probaile 

Societies and of ^ institotion A Central Bank estabUsked prematurely would be 

fn a Mch^tirrisW portion, arf more liable to the temptation to “ create " basmcBs, 

■ tUre Ihk hU blen gradnaBy evoked from the gro^ng necessities of the movement. 

Vniesvramty of Credit Sooktiee depending upon oOm sources than Deposits for Fu«de. 

447 It seems almost an aziomatio proposition-thongh one much neglected in practice 
447. It seeiM aimosc a a„nends upon overdrafts and similar outside advances, 

—that tbe less a local Crei . L organisation, tbe sounder its financial basis. 

Central Banks^ Even a Co-ope,.- 
tms ecj^uaiiy appub • , ^ °i^s skare capital, and it may be under a temptatioa 

a™ ?C s“^ encourage’borrosringby Credit Soc eties, whe™ 

it should be looked upon merely as tbeir reserve or auxiliary source of funds. It is 
abSSv «ong to nike a Central Bank rely upon co-operative business. It may mily 
enoS suc™d il leading the local banks to borrow from it instead of scouring then distncto 
enougn succeea “ S , ^ ^ course, more convemeiit to bon-ow. However, 

Ihe JoZti“ of thriftl^diBLotly one of the co-operative banks’ special objects. ^And 
bow^would it be if the Central Bank money were at any time to fail , The local bsii 
would be thrown on its beam ends. Nobody would, under 

deposit with it, after the other supply of credit had failed. ^ ilie Cential Bank ought 
p.„. 422. Sore to be, in a marmei, independent of co-operative business, though such business 

tkere is always sure to be.”* 

Bank Overdrafts frequently lead to disooumtjement of deposils. 

448 In our view, this possibly injurious efiect not oiily of a Central Bank but of 
facilities for overdrafts from Soint Stock Banks, in bringing about a s ackemiig of the cfiorts 
of local Societies to obtain deposits, is an aspect of the problem woithy of inoie caiefcil con- 
sideration than it has yet received. It will always be easier for the Committee of a Crebt 
Society to make use of convenient borrowing facilities than to undertake the often trouble- 
some task of attracting deposits in their distnote. It is imt pos.sible to estimate how fa 
the facilities afiorded since 1903 by tbe Irish Joint Stock Banks m the ivny of ovei;*afts 
at 4 per cent, have adversely affected the obtaimng of deposits. During oul sittl^s 
several witnesses stated that an overdraft from a Bank at 4 per cent, ivas often 
cheaper than additional deposits at 3 per cent. This leasomng m the ea.se ot .some Soaetiffl 
, led to deposits being seldom or never sought after. It was pointed out that the mteiest 

would have to be paid on deposits whether the Society made use or them ot not, while 
tlie interest on. an overdraft was payable only to tke extent to which tke_ overdraft was 
availed of The amount thus paid as interest by some Societies to the Joint Stock bank 
J. Brett, 87a. in a year is often very trifling. For instance, Ballyxagget Society m the coum of 

the year 1911 paid only 9^. as interest in connection with their potential overdraft of izUU. 

When the interest allowed by Societies on deposits is equal to or higher than the 4 per 
cent, charged by the Banks on overdrafts the inducement to forego the gathering in of 
* further deposits becomes still greater. On several occasions we were informed by 
Secretaries of Credit Societies that no - effort had been made to seek deposits, although 
these could probably have been obtained if asked for. For iiustance, a prominent member 
of a successful Society- in Connaught which holds a considerable amount in deposits said— 
Digges. deposits are no advantage to us, because we pay more for them than we do to the 

Joint Stock Bank for their overdraft. Of course I agi'ee that it would be better to pay 
the interest to our neighbours.” A Secretary of another Credit Society informed us that 
P. C. O’Donoghue, the Society preferred to obtain, their funds from the Ulster Bank at 4 per cent, rather than 
17,000-8. accept deposits, although only 3^ per cent, was payable on the latter. 

Unless, therefore, the rate given by Societies on deposits be less than that ch^ged 
by the Joint Stock Banks on advances, there will be a strong temptation to Cqmmttees 
to rely too much on the financial assistance of overdrafts, and to neglect the stimulation 
of thrift by the encouragement of local savings. This is one of our main reasons for reeom- 
Para 386 mending that only 3^ per cent, be allowed by Societies on deposits, as against the 4 per 

cent, paid on overdrafts to the Joint Stock Banks. 

* Co-operative Banking (Wolfi), pp. 191-2. 
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CONCLUSIONS. 


449 Our wews and recommendations in regard to Surplus Deposits and Central 
Credit Institutions may be summarised as follows : — 


(a) At the present stage of the co-operative credit movement in Ireland, a Credit 
Society is in the soundest position when the deposits offered to it and the normal demand ’ ' 

for loans from its members approximately balance, there being a potential overdraft with 
a Joint Stock Bank t-o meet the unexpected withdrawal of deposits or any similar 
emergency. 


(6) Surplus deposits should not, therefore, for the present, be accepted by Credit 
Societies to any considerable extent. A temporary lowering of the rate of interest to 
depositors should be resorted to in the event of surplus deposits being offered. 


(c) It seems improbable, for the various reasons indicated in the previous Section of 42^’ 
our Report, that any great increase in the surplus deposits of Credit Societies will take 
place in the near future. 


The legal restriction which prevents a Credit Society under the Friendly Societies 
Acts from having on deposit more than two-thirds of the amount out on loan (a Pam. m. 
restriction not inserted in the existing Rules) would seriously limit the thrift side of the 
movement. No such limitation would apply in the case of Societies organised under the 
Industrial and Provident Societies Acts. 


(d) Much more encouragement should be given by the Committees of the Societms Para. 447-s. 
generally to the thrift side of the movement, and less dependence p aced upon overdrafts 
mth. the Joint Stock Banks as a source of funds. The making of advances of_^piteI 
to Societies from State funds should, as recommended m another portion of our Report, 
he gradually discontinued, such loans being allowed to remam with Societies only in 
very exceptional cases 


(e) There is. in our opinion, no present necessity for the cxeatoon of a (Jntral Bank, Pare. 433, 44». 
in view of the overdraft and other facilities afforded by the Joint Stock Banks to the 
Credit Societies ; but the possibiUty of a central credit institution becoming essential 
in the futm-e, in the intereste of the further developmmt of the co-operative credit move- 
ment in Ireland, should be • borne m mmd. Nor should the fact of possible 
competition with existing banking institutions be aUowed to stand m the way of such 
development, if it seemed essential for the success of the movement. 


(ft Any central credit institution would in all prohabihty find itseff ijtimately P=wi». 421-3,434 
compelled to undertake the functions of a haniiiig institution, and woiUd not be m a 
position to limit its operations to acting merely as a Cleaiing House foi the balancing of 
excesses and deficiencies in the funds of the Credit Societies. 


(a) Extremely useful as Central Banks have proved in other counties, there are ^ 
admittedly many^ difficulties and risks attached to their suwessful working ; recent 
dSs“s failures in Germany illustrate this. Moreover the ftfbalS 

these Banks have been created elsewhere have differed very 

and general economie conditions of the Ireland of to-day. S»"ie of the ™st suoc^sfu 

of the co-operative credit movements m other ““If Paras. 4l4-e. 

create Centol Co-operative Banks, hut have utilised for the purpose other bankmg 

institutions. 


Baii? 

their funds on deposit in any recognised Bank. 
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(e) THE QUESTION OF TRADING POWERS FOR C REDIT SOCIETIES 

During tke last few years some attention has been directed to the question of th 
desirabihty or otherwise of conferring upon Agricultui'al Credit Societies in Great Brit 
and Ireland the trading powers which, to a considerable extent, are possessed by sin^ 
Societies on the Continent, more especially in Germany. The Friendly Societies A ^ 
1896, under which alone Credit Societies can be registered on the principle of joint and 
several liability, does not permit of these Societies tiding ; while, on the other hand th 
Industrial and Provident Societies Act, 1893, under which trading Societies, such as C ^ 
operative A^icuitural Societies and Dairy Societies, are registered, does not admit of 
unlimited liability. ' 


G. Russell, 
1885-1960. 


Grounds upon which Claim por Trading Powers foe Credit Societies is based 

4-50. Theevidencegiven before the Select Committee of theHouse of Lords on the Thrift 
and Credit Banks Bill in 1910, the Report of that Committee, and the various debates 
in Parliament upon the Bill, served to bring out the advantages and drawbacks of the 
proposal. _ The grounds upon which the claim for the conferring of trading powers upon 
Credit Societies is based may also be found fully set forth in the evidence furnished to^ us 
by sorae of the witnesses representing the co-operative movement in Ireland. Briefly 
the main reasons put forward, are : — . 

(1) _ That the margin of profit between the rates at which a Society lends and borrows 

money is too small to admit of the necessary expenses, such as remmieration of Secretary 
cost of lUBpection and audit, &c., being defrayed out of the profits for the year, in viewo! 
the usually limited turnover. j « w 

(2) That a Credit Society, owing to the necessary limitation of the area of its sphere 
ot action^ is unable so to enlarge its credit business as to increase its turnover without 
adding to its expemes ; while, on the other hand, the profits of trading would assist in 
lowermg the rate charged on loans to members, and in raising that allowed on deposits, 

+ absence of trading powers, accumulate slowly, and could 

not be bmlt up, as a rule, were it not that the expenses of supervision, stationery, &e., are 

borne, wholly or m part, by the I.A.O.S. ^ 

(4) ^at many Continental Credit Societies owe much of their success to the power of 
trading in agricultural requirements. ^ 

districts in Ireland it is difficult, if not impossible, to 
s ‘ t? “t as separate Committees of a Credit Soriety (unda 

^he Tp fK Agnoultural Society witb trading powers mder 

rf aoco^Sl k Somtm Act) ■ tliat mach needless trouble aSd compHrfot 

SoclSv *^nd .tie same Committee attempting to mn both types of 

backward districts to opt co ® ^tid direct methods it would be impossible in 

between unlimited r started, the legal and other distinctioDs 

between unhmited and hmited hability being often confusing to the small agriculturist 

Trading by Credit Societies in Germany. 
nronSal ft mav f “nd against the 

™le k their widest 'development, and whose 

tie toot?om'^of &edit°SoHe^*°T 1^'* movement in Germany the inclusion among 
llaifEeisen’s refusal to roeo ' ^ ^ tra^g m agricultural requirements, together with 
ailteiseiis refusal to recognise non-trading Societies. led to Ka-KwisATl th0 


4 308 cS &Siesl^ffiIkt federation. This Federation La 

Sooietfa ““e-fourth of all German rural Cred 


j as a function of Credit Societies. 

Credit^ SocSy ^ much^'dpr Raiffeisen federation allow the activities of a 

Lxecut society a much wider scope than, the promotion of thrift, the granting of credit, or 
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^.fln-vine on of trading. Tlie following is a translation of tke Sections winch 
IlSrit tSo£ a Baifieiset Society 

“ TTip obiect of the Society is to procure the necessary capital for fm'uisliing loans and credit to rneni- 
e otherwise to efiect the betterment of their economic conditions, especially by {a) the purchase m 
ben, ana o requisites ; (t) the preparation and sale of agricnltirml products and of the prodnots 

rfOTal industry fit nhembers ; (c) the procuring of msohinos and other objects of uhUty on their joint 

““°f!i],l“LeiSt'lirs IcMTat reXring pioSts tam its operations than at stiengtheiiing such of its members 
■ econ^lcally weak, and at promoting tbeh intellectnal and moral welfare. Its activities nmst, 
?Woie extend to (o) the tetheranee of thrift ; (iij the aeoiimulation of an mibvis.ble common bind 
Soil tod) for the advancement of the economic conditions of m^bers ; (c) tho orgaiiiBatson of 
meantoi the promotion of mral social weUaro and love of home ; (i) the estali.l.mcnt oonoihation 
fo“ to dtoinution of legal disputes ; (e) vigorous opposition to snob ti'snsaotlo™ m real property a. 
Sr.™inst to public good, and such participation In the relief of landed property from indebtedness as 
Say 1“ expSient. and (/) the holding of instiuetivo lectures and to exchange of practical experience at 

the a Christian and patriotic foundation At meetings and in all to actirtties 

of the society opLoiis Ji measm'es of a rebgions or pohtical ohaiaoter are abaolntely prohibited. 

In leaard to trading powers, these Mode] Articles, it wdl be seen, provide lor a Credit 
Society Sertaking the pui'chase, sale, and hiring of agncnltural P™fcots, maohmeiy 
&o aL preparation of agrioultoal products (whioff wodd mclude the business of 
dafrl'tag the purchase and sale of cattle, te.) Subsequent developments seem to have 
toSe oflt to a large extent the views of those who clauned that the oari^l^ on of a busmess 
sS arSo-operative dairying, requiring a fair amount of capital, with teamed busmess and 
tXtol mamgement, cLd not properly be transacted as a mere branch of the wo* of a 

Societies. 

hiiferial Feieratitm advises sepamtim of lanUng and tradisig. 

4o3 The Imperial Federation had affiliated to it the large .nmai® 8.298 

tions, as well as “ t however, elsewhere recommends 

b'ufrt f/r: ttrS posS, spedll supply societies should be created. 

distinct from the Credit Societies. , ji.j(,iation of Gennany in recommending 

In refeirmg to the pohoy ^ Sooieties, one for credit and one for trading, 

the creation where pofiWe of two ® ^ support of this policy : first, it is 

Mr. C. R. Fay says, aecomtam in a Credit 

demanded hj the general which requii-es an official with 

Society may be a bad accountant for a bupp y y ,„]uere necessaiT* tbe goods 

sufficient teclinical knowledge of agricultura Villages wliicli kave a little 

deUvered ; secondly, tke Credit Society, especially ^^Ywko ought not, 

industry, contains members risks outside their province ; thirdly, 

therefo^; to have an unhmil^d habihty m 

us“ '-<1 - Sohiiffie-Delitssch model do 

not carry on supply or sale busmess for their members. 

AGRlcimrunM, Stnuioaices ai«, CsEmT Societies is Fbauce. 

4S4,. In Fiance the oo-opeiative supply of the functions 

out through the agency of Agnoultuial Syndicates, which pmTOimji 

p. es, mrct Appemuca, pp. bS-t. 

"flbul, Apijen'dices, p. 108. , 

X Co-operation at Home and Abroad, p. 55. 2 D 
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of Agricultural Societies in Ireland. The French Credit Societies perform useful servi 
for these Syndicates, either in advancing money to them, or to their members individmif 
The relations between these trading and credit Societies have been described as follow I 
M. Maurice Dufourmantelle, Secretary of the “ Centre Federatif du Credit Populaiie / 
France.” ® 

Tke credit bank intervenes usefully in lending to the syndicate the amount leaumj 
precisely as it would advance to a private individual. The syndicate signs in the name of one oi 
of its administrators, according to the by-laws, a note payable at three months to the agrioultural 2 
bank in ezohange for the borrowed sum ; and if the syndicate wishes to protect itself against it* on, 
members, nothing prevents it from drawii^ a bill on each one of them for the amount correapondins 
his share of the order for fertilizers. “ 

Then, when the notes fall due, the s]Tidicate repays the credit bank by means of the sum 
thus collected ; and if certain members, in order to discharge their obligation, require to prolong the not« 
the syndicate only has to renew the loan for a corresponding amount, either by negotiating, at the 
bank, bills drawn on the members in question and accept^ by them, or else in making payable tc 
credit bank one or more new notes indorsed by its (the syndicate’s) own debtors. Many syndicateg jo 
business in this way, and I do not know that any of them have had cause to regret it. 

Certain agricultural syndicates, howeva.’, do not care to deal with collective credit, properly Bpealdi» 
They prefer, whilst making a collective bargain for fertilizers with the contractor, to place as their substitute 
each one of their members unable to pay cash for his share of the supply directly in contact with the am- 
cultural credit bank, whose loan i%thus divided from the start into a cei-tain number of personal loans "♦ 


Separation of tradhig and lanhing functions in France. 

455. M. Sagnier, the well-known French authority on lural credit, also deals withtlie 
separation of the functions of banking and trading. He points out that in France tie 
law of 1894 which instituted local agricultural Oedit Societies provided for their estallisi- 
ment as separate entities from the already existing agricultural s 3 Tidicates. It enacted 
that aU the members of one or more Agricultural Co-operative syndicates or Co-operatiTe 
Insurance Societies, or a portion of such members, could create an Agricultural Credit Society, 
the exclusive object of which should be the aiding of the agricultural operations of 4e 
syndicates, or the members of same. The object of this provision was to strengthen tb 
solidarity and to facilitate mutual acquaintance and confidence amongst the membeBof 
the Credit Society. But the operations of the organisations were kept separate.! 

Mr. E. A. Stopford, in his Notes on Agricultural Go-operation in France, published by 
the I.A.O.S., in dealing with this distinction, says : — “The views expressed in Congress were 
that the agricultural syndicate and the institution for agricultural credit should be two 
autonomous and_ distinct bodies, even when they were administered by the same persons; 
and that the agricultmal syndicates should abstain from operations of agricultural credit, 
for which a separate institution ofiers greater facilities and advantage.s and possibiliti^.” 

It will be noted that the practice in France points dii’ectly in favour of a separation, 
as far as possible, of the operations of trading and of banking, and is thus in fall 
accord with the general principles of the Imperial Federation of Co-operative Societies in 
Germany, which prefers such separation. 

. Comrdtt^ do not think that the system of advancing considerable sums to 
Apicultural bometies would be a desirable one for Credit Societies in Ireland to adopt. 
1 he alternative plan (preferred, as we have seen, by some of the French Syndicates) of 
placing each applicant mdiyidually in direct relationship with a Credit Society as a borrowing 
member follows the lines of past practice in Ireland, and seems on the whole a safer policy. 


Report of Committee in India favouring sepa/ration of credit and distrihutive functim. 

Alot question of the desirability of a Credit Society engaging n 

business was nnder consideration some years ago by the Conference of Regis 
remitted, witk otkei matters, to a speck 

“ ^ 5:; Comm^ee came to tke follormrg mmnimous ooncluBioE 

aWe Societies are possible, it is highly undesi 

should deal m distributive business until it has thoroagU; 
which generally speaking, in view of the difSerent area 

ZpU V ° S; store can safely, and ought to, cover, and of the danger « 

dlstribS the other’s credit, it is desirable that the separation of oredi 

and distnbutive functions sho uld, except in special cases, be insisted upoh.”t 

as ‘smaT taifNu rS"”' Dafom.mantone, (printed at WssHngk 

t "Le Credit Agricole en France,” pp. 32-34. , ' 

t SeioH 0 ] f,-oeecdi,ig! cf lie JP»,a Omfennee o] Eegiamrs o} Oc-opemtive Oreiil Socielies, Inis (IW- 
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Varying Practice in Proviruxs of Austria. 

Tn Austria where co-operative credit has in recent yeMS made such rapid 
, ^Maerabie differences of opinion exist as to the desnubaty of Credit Societies 

advances, COM Co-operative purchase is forbiddm to the BaiSeisen Creit 

enga^g Jd Lower Austrih and of SaUbuig, by their Statutes ; while m the 

AiiLian Vovinoes this restriction, generally speaking, does not exist, and the 
1 rimtatake this business in addition to their ordinary banking operations* 

Societies J indicate further the methods adopted in other countries m this 

^ f Q+ivp miTchase iVe have sufficiently shown that the practice of utihsii^ 

matter of anything but universal on the Continent, being most 

feSrc™! wtre ft “SL with the propaganda of the Eaita 
ptmir l“is ^advocated by the larger Imperial federation, save m exceptional 

most suce^- 

tahy’^dt^^e am large XS 

ttofpolrte largely on the’strength of Continental precedent. 

Risls of Central Co-opmtim Banks engaging in trading ojxratrms. 
CentSfcom"BS 

trading operations. To 7“XtoenXeXdtrJ^^^ m the year 1899 (when 
Bank for Germany, „( Raifeisen & Co.) to the purchase and 

rdis“oSet:nW^^^^ 

rc£e^=s!!nd»^^ 

to be able to report that the entire separation iXnceforth to be conducted as a 

ment has recently been deciifed tpon. any Unions undeitalong 

distinct institution.”t The Ger^n ^ ^Xiefe must not conduct any purely 
the work of auditing the aocounts of “-operaOve book members, 

business operations, such as by Cinctit Societies i-ecognise the danger of 

It is dear that the advocates of oo-operative functions, 

rnda5:ro7iXILtoSfona“^lMitedscak 

Two Beaucuks or peobueh ; («) 6“JXs“" ' 

469. ItwiUbe convenient to deal ^Xtedh*^^^ conferring of 

(a) the confeixing of general tradmg requirements ; and to consider separately 

Bisc^ragement in Omnang of Gerteral Tracing by ^ 

460. Your Committee note that ™ 

laying down a clear limitation as to , Model Articles issued by the EarSeisen 

hy a Co-operative Credit Society. as Sm associatioi promotes the 

Federation in 1910 for Credit supply of farming neoesMes and the 

economic situation of the members by supply^of farming necessaries shoidd be 

common sale of farm produce. ^ The “p^^Xe leeding-st^, seeds, coal, machines, 
restricted to objects used in farming, s c . guides or groceries and provisions. § . 

&c, and should not include manufacteed ^ Articles m 

It seems evident that the delimfe Societies. Even the pm'ely supp y 

in practice very generally adhered rt -plug foP their members such a^icuitrua 

Societies confine themselves alinorten ire 7 agricultural implements and machines, 
reqi.ireme,,t.s as feeding s tufls, feitihseis, seeds, agricultural p ^ 

• BuUain of tho Bureau of Smmtmaiii T 

t Keyorl m Ag,ic<dlurdl Creiit ani Co-oyeivum » beima J, P 


Printed image digitised by the University of Southampton Library Digitisation Unit 



1869-60. 

1691. 


198 DEPABTiffiNTAL COMfiUTTEE ON AGRICULTURAL CREUIT IN IRELAND. 

'Mr. Cahill, speaking of his enquiries into this matter_ in Germany, says:— “Ojj 
in rare cases do they (the Supply Societies) e:^end theii* bu^ess to include groceries, pro. 
visions, hardware and other household requisites. The writer met uith Societies deaW 
in these articles only in the East, in connection with colonies of smallholders more « 
less recently established, in one district in Middle Germany (in the case of five societies) and 
in a few isolated instances. The Agricultural Co-operative Unions discourage any esteasioii 
of business in these directions, only favouiing it in partici^r localities when unduly 
prices are continuously charged to the population by retail dealers. By far the greatest 
part of their business is the supply of fertilisers and fee<^g -stuffs, the combined annoa! 
value of which constitutes about eighty per cent, of their sales. * 

Ml’. H. de F. Montgomery, d.l., has pointed out the lack of success in Germany of 
co-operative trading in general articles, and the reasons which render such trading undesir- 
able ; — 

" Co-operative stores tor pi'ovisions and articles for tke personal wants of the furmers. as distiuguuijfj 
fi’om farming necessities — manni'es, seeds, feeding stuffs, machinery — have not been a success in pusj 
districts. Farming necessaiies are bought on order. For general stores a stock of articles must be kept 
There is always a risk of loss. In order to run such a concern on safe lines a manager must be sppoiatei 
and well paid, and when the expenses, the margin over cost price that must be iduirged in order to covn 
risk of loss, are taken into consideration, the articles cannot be supplied to members much cheaper tha 
they can be obtained fi'om ordinary shopkeepers. (Of course this does not apply to mbau comnniniUei 
with large industrial populations.) 

The establishment of such stores does more harm in stirring up bad blood and oj>position to tiie co- 
operative movement among decent small shopkeepers and their friends than even in favourable cases 
it is worth ; and this form of co-operation is not recommended for rural districts, except under excep- 
tional cii'cumstauces, e.g., wheji the farmers are being grossly imposed upon by sonic shopkeeper who 
has established a monoply, or by a ring of extortioners, or where the sluipkecper.s h ave adopted an atti- 
tude of uncompromising hostility to the co-operative movement, which nuUvcs it nccessiu'y for tie co- 
operators to carry the war into the enemy’s camp. Such cases appear, however, to be very unusnal.”t 


DiJtcuUm caused in Switzerland hy AgiicuUural Societies nndcrlahing 
General trading. 

461. The difBculties wliicli have arisen in Switzerland owing to Co-operative Societies 
extending their operations beyond the supply of agricultui'al requirements are referred to 
by Ml’, E. A. Pratt, io dealing with agricultural organization in that coimtry : 

“ The question had arisen whether the local organizations created with the primary object of supplying 
agi’icultural necessaries should not, also, furnish household requirements, after the fashion of orokary 
co-operative stores. 

“ The same point has been discussed in Fi’ance and elsewhere, hut, generally speakbig, the more 
prudent advocates of agricultural combination have been averse to the mixing up of buKiiie.ss and domestic 
considerations, and have advocated that the co-operative purchase of fertilizers and implements for tie 
fields should be kept distinct from the co-operative purchase of coffee and .siigiir for the household. In 
Switzerland, how'ever, different views prevailed, and not only did some of the local agiicultural associa- 
tions take up both branches, but the Union formed at Winterthuv in 1887, as luenlioncd above, orgaoized 
two departments, one for agi’icultui’al and the other for domestic pui’chasers. 

“ The adoption of this principle led to a controversy which undoubtedly retarded the progim of tie 
movement horn a purely agricultural standpoint, and roused against it the whole body of general traders. 
While accepting the claim of the peasants that they were entitled to conduct their own enterprises on their 
own lines, they resented any invasion by them of the grocery, di’apeiy, and other businesses. The associa- 
tions thus found themselves boycotted for a time, and they only surmounted tJieir difficulties by impoitii^ 
supplies from other countries, or, in the case of fei’tilizers, hy starting mills of their owii,”{ 


Views of Regresentatwes of Irish Co-operative Movement in regard to General 
Trading by Credit Societies. 

Committee were formed by the lepresentative-s of the co-operative move- 
ment ID Ireland that they were in favour of a limitation to dealing in agricultiiral require- 
ments _ only, in the event of trading functions being given to Irish Credit Societies. Tie 
following IS an extract from the evidence of Mr. George llus,sell, who .strongly favoured 
the conferring of trading powers : — 


7n “ otker than agrionltuiul goods? lu the 

Thrift aniHliedit Banks Bill I would hke to see it limited to agricultural ioods altogether. 

.you not encourage the Banks that went in for trading to go outside the 
ordinary farming requisities ? A. That is so.” ^ 

Mr. PaM Gtegan, Organiser of the I.A.O.S., also recommended a similar liiiiitatiou 
stuffs^fiSbV’ goods— manure, seeds, spraying materials, machinery, basic si 


* Ibul, p. 161. • 

} Agricultural Credit i« German, j. pp. 8. 9. 
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n tlie otlier hand, from tile evidence given by Sir Horace Plunkett before tbe House 
T s- Committee on the Thrift and Credit Banks Bill, it would seem that he oonsideia 
rvnnosecl difierentiation, although desirable, not to be feasible. Sir Horace stated ; 

*■ T rartice I would limit agricultural co-operation, but in law you cannot do so.’ Peison- 
11 w would prefer that the farmers should leave the shopkeeping busmeas alone, but 
was no pfinciple upon which a dividing line could be drawn. ' I cannot myself see 
tiere was P . iow you can resti-iot a Society, how you can possibly 

Srentkte beLeen manures and tea.’’ When asked later on by Lord MacDoimell whether 
fSh it quite impossible to differentiate between one sort of trading and another, 
fcXrace replied, " I do ; I think it would be quite impossible to draw the Ime. ’* 

llECOMMENDATION AGAINST (lEHEEAL TRADING BY CREDIT SOCIETIES. 

It is we liave no doubt, quite possible that in regard to ceitain articles of 
a difficulty as to precise classification might arise, the same article being 
used for both farming and domestic pmposes. But we do not thmk that, 

BMaking the hne of demarcation winch has been so clearly indicat^ ui 
Xinttmvariably adhered to in actual practice there, not only by Credit Societtes, but 
bv Supply Societies, would be found impracticable m Ireland. The carrying on of genera 
tmdina^bv Credit Societies was not advocated by any witness who appeared before ns, and 
tbe eOTerienoe of otber coimtries is, as has been shown, against such a procedure. 

We have no hesitation, therefore, in recommending that emul Credit Societies foi^ 
under the friendly Societies Act were at any tune to be given tradmg powrels by legislation, 
r it aedi" Societies weie to be established under other Acts of Parhameut, such 
as the Industrial and Provident Societies Act. under '1’““ A f 

such trading should, if permitted at all, be strictly confined— -as in the Lermaix Kaitteisen 
IIoLl Arti&es of Association-to purely agricultura requrrements, an^d that gmei^^^^ 
Sg in groceries, provisions, hardware, &o., should be deflmtely excluded .fiom the 
Operations of tbe Society. 

SUPl’BY OF AGRICITLTUEAL REQUmEMENTS BY CREDIT SOCIETIES. 

464 The further important question remains as to whether trading powers copied tt 

ths^c^cSn^r^ltlSK^^S^ 

in spealdne of Co-opeiative Societies . 

■■Have passed i-ules a.t they shah pot e«.y on a Ba.ddug bcsii.ess together with a trading bnsu.eaa 
■“ “a You Snk the two must be cried on separately I d. That has always been o» pobey 

“ l.'^-rSten suggested hy Mr. George Russel, that ft.t .is nudeshahle 1 .1. We have 

thought it extremely desirable not to mix tip the t\\ o th ng . t ^ 

The complete separation of accounts of 

„oittd by’the Credit 

■be kept distinct from tbe accoimte of its banking usmes J 
• Evidence of Rep-ese, datives of local Credit Societies af,ainst Trading Powers. 

460. Youi- Committee were considerably 

of the witnesses who appeared before ttaiMrepiraen .jjrorlrtng of these Societies, 

the country, or who had 

expressed themselves as opposed to the proposal that the latter snolua g 

powers. _ _ -u . 1 '71 nf 

Tbe competent Secretary of a Credit “ SXd^e “ have any trading ' 

200, wbicb granted loans in_1911 ainountu^ to £873, stated ne woui 
carried on in connection wtb tbe Credit Societies . — _ 

Report of Uie Select Coiiwiittee of IheHouse of Lords OJi tJie Thrijt and Credit Banks BUI, |.y6], 1 . PP 

- 1 ^^id, p. 30. 
tibid, p. iii., para. 7. 


I. Bohan,, 
1527-35. 


Printed image digitised by the University of Southampton Library Digitisation Unit 


DEPARTMENTAL COMMITTEE ON AGRICULTURAL CREDIT IN IRELAND. 


P. Earls, 10274-6. 


15176-80. 

T. W. Delacey, 
12437. 

S. Mon-is, 13518. 
H. Parmer, 
12138-10. 

H. Byrne, 18690. 
R. M. D. Sanders, 
4272. 

T. Porter, 4908. 

J. Gaffeney, 11787 


At oui Galway sittings a witness who had been Secretary of a Credit Society and is aow 
Secretary of an A^cultural Society, and who has therefore had experience both in co- 
operative credit transactions and in co-operative trading, expressed, the opinion tliat 
dealing in manures and seeds should be confined to Agricultural Societies and kept out of 
Credit Societies. The Rev. A. Clancy, p.p., who had several years’ experience as Qiaiiman 
of a Credit Society, when asked his views as to the purchase of seeds and manures l)ein» 
included in the functions of Credit Societies, replied : — “ I would have the Bank separate 
from the Agricultural Society— quite distinct.” Mr. J. _ McEldowney, j.p., who was 
nominated as a witness by the Coimty Londonderry Committee of Agriculture, informed 
IB that he was a member of a Co-operative Agricultural Society, and that there was also 
in the parish a Credit Society, some of his friends being on the Committee of the latter 
The foUowing is an extract from his evidence : — 

Q. “ You have lelations witli an Agricultiiral Society and a Credit Society A, Yes. 

Q. “ They do their business separately 1 A. Yes. 

Q. “ Are they the same men to some extent ? A. There are members of the local Co-operative 
Society who are not members of the Credit Society, but as a rule they are the same memh^, 

Q. “ Prom your ei^erience do you consider it better that these two Societies should do their 
business side by side, rather than be merged into one Society ? A. I think it would be more atis- 
factory to have the fausineM of the two separate.” 

Many other witnesses similarly expressed themselves as opposed to the granting of 
trading powers to Credit Societies. 


Sofne local evidence in favour of trading 'poioers for Credit Societies. 


Rev. J. G. Digges, 
16782-6. 


466. On the other hand, some members of Credit Societies urged that these Societies 
should have power to carry on trading operations. For instance, Rev. M. Aii^r rift 
of Youghal, who is acquainted with the work of both an Agricultural Society and a Credit 
Society, said : — 

“ I think that the Credit Societies should be allowed to buy the agricultiu al reijuirements, and sell 
the agricnltoal produce of their own members, and to initiate and conduct small rural industries connected 
with agi'icidtare, such as the vegetable, honey, and poultry industries. At present they cannot engage 
in any business other than that of borrowing and lending money. Tlie result is that where farmerschb 
together for the object of buying what their farms need, and selling what their farms yield, on the most 
favourable terms, they must establish two Societies— a Credit Society to enable them to pay cash fortheii 
pm-chases, and an Agricultui'al Society to enable them to bulk their orders when purchasing and tli«i 
produce when marketing.” 

A few other witnesses representing Credit Societies also expressed to us the same view ; 
but practically all the witnesses engaged in the actual mauagement and workup of 
Creto Societies who^ referred to this subject in their evidence expressed themselves as 
against the introduction of trading business of any sort into the wor king of the Societies. 


7087-99. 


Mr. H. W. Wolff’s views as to general desirability of separation of trading and 
banking functions. 

, ■ Id giving evidence before the Select Committee of the House of Lords on the Tliriff: 

and Credit Ban^ Bill, Mr. Wolff was asked : “ In these small bodies is there not some 
danger in combining co-opemtive trading and banking ? He replied : “ I am only in 
i ^ ^ small societies, where they could not man the two committees. When I 

sorted the idea m Ireland, and wrote about it to the IHsk Homestead, they were taken 
aback for a httle while, but now they have all come round.”* In his evidence before your 
Committee upon the same subject, Mr. Wolff said : 

T to speculation. As to the ti-ading societies, I quite agree with you. 

° ° ought to be kept distinct, but remember the Baifieisen 

nf \ society solely ; it m a society foimed to render to its members every form of service 

capable. Credit is only one such service. Raifieisen wanted a society in every 
mem^rs Genevallvs c^'e^ldhing that was needed that could be co-operatively provided for its 
fnf ^ speakmg I agre^ credit and trading ate better kept apart I should not recommend 
SfnKu 5 societaes in England at all, because they areLt wanted thei-e. I am told that 

SS Jnd«stS?JtS difficulty in manning two committees, andinmaMug 

dfs&tion ^ ^ in raising capital such as 

you about 10 ner nr fit one committee in an Irish village, and since distribution paj’s 

you about 10 per cent, profit on your trade, it wiU raise capital for you ... 

.ociefes toSad ^ oa. in combining tliem 1 cm is tic difflonlty of manning two 


• Keyort of Soha Oommiltee of the Homo of loxds on Thrift and Oredil Banho Bill, 1910, p. 15. 
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Reasons for sefavatAon of trading a/nd credit functions. 

468. In an. article on “ Agricultural Credit Banks,” from wMck we have abeady quoted, 
iir- 0 R. Hobson, m.a., ji^sociate of the Institute of Bankers, -writes as follo-ws on ^e 
* ibiect of trading by Credit Societies : “ An interesting feature of the higher organisation 
% the Baifieise^ocieues is the close connection between the banks and non-credit societies. 
The credit society is, in fact, used as the channel for the supply and sale of agricultural 
^nnunodities, though in the case of larger districts where business is on a sufficiently large 
the departments are often kept separate. Co-operative dairies, however, and other 
^^^uctive Societies are kept distinct. The great advantage of this mter-coimeotion 
of credit and non-credit co-operative associations is, of course, the economismg of expendj- 
hire But where the two forms of activity can profitably be worked separately, this wo-md 
<ipcm the better course, on the general principle oi“ ne sutor ultra crepi^m, and also 
for the economic I'eason that while the operation of the banks must be confined to a si^le 
oflrish that of supply, or sale societies, may more profitably embrace a larger area. After 
TPferrina to the great success of the Co-operative Credit organisatioi^ of Germany, he adds, 

‘‘ Tn the case of the Raiffeisen banks, however, it must be admitted tha-b the poficy of the 
management has not always been free from blemish, the mistakes which have occurred 
being chiefly due to un-wisdom of the very kind, of which mention has just been made, namely, 
tliat of combining co-operative purchase -with credit.”* 

The fact that a trading Society can more profitably operate oyer a larger area than 
that covered by a Credit Society is one which has a material bearing upon the question 
under consideration. 

Peovisions op Theipt anti Credit Societies Bill regarding Trading. 

469 BVom tte tejct of the Thrift and Credit Societies Bill wluoh is printed m the Apgm- 
diees + ft wid seen that this Bill proposed to lay down that the Rules of a Credit Society 
should provide “ that the banhing proits of the Society m each ycM shall be carried to the 
credit o? a reserve fund,” and that when trading B earned on, the 

such trading may. after all proper reserves have been made, be distributed amongst the 
Zchiters f that separate aLSnte shall be kept of the trading 

reserve fund shaE not be avaEable for making good any trade deficiency, «oept to Mcfi 
ernt anhe other assete of the Society may be insufficient, on its dissolution, to meet 

was intended 

Trading sZions should be kept distmet, it wiE be observed tba,t if 
the Soemtv were to prove insufficient on dissolution to satisfy the daims of trade “toditor^ 
S: ClXS Light be.caEed upon to make g-cl fs trafe ^ ^aie 

convinced that any such liabihty of the funds of the ere i ^ ’ denositors Many 

whole, for the debts of the trading section, would act as Credit 

would undoubtedly be wilhng to allow tbeir money to e _ trading 

Society, who would not entrust it to a Society engaging m any ^iect 

iLother important factor not to be lost sight of m the upon « 

is the probabifit/that Credit Sf “f at lol 

the same favourable facihties from the Jomt btock tSauRs m tue y 
rates which they now enjoy. 

New R<ile of I.A.0.8. providing for Credit Smmh in Ap-ieultmal Soaoties 

470. IntheirEeportfor 1909referenoe is toSn .Lg^sted 

funds for the remuneration of the Secretaries , „1 I Society’s business, 

was the raising of the rate of interest on loans, “d ^genLeferred to for the first time by 
The proposal to confer tradmg^powers sems to j for 1911, 

the I A.O.S. in their Annual Report for the year 19ia Ledit is the 

the foEowing paragraph occurs “ A new , , Societies of rides drawn up 

incorporation in the rules of the co-operative Agn narrow margin of 

origZhy for Credit Societies only. It has ZL other source, 

profit possible to most Credit Societies should be sug^ co-operative purchase and 

A very natural source would be the tradmg profits ar g , Tfmft and Credit Banks 
sale, but pending tbc passing of Lord Shaftesbuiy^ WsZSlsrais goes 

BfflLwhieh is^g thiZgh the Committee of the House of Ms 

to press— Credit Societies have no legal poweis allowing oewly-drafted rules 

ft is hoped that some of the tradmg societies may make use of tlie j^ ^ 

* Jownal oj the Institute oj Bankers, June, 1912, pp- 3S9— 40. 
t See Appendix 23 to Minutes of Evidence. 
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enabling them to add-a banldng branch to their busmess, and so bring within the read «f 
tteir members tbe advantages ot co-operative credit. i c- • a- • 

This suggested addition of a credit department to Agiiciiltiiml Societies is agam refemi 
to indhe nlport for 1912 : “ No tether progress lias been made with the legislation eon. 
templated to give trading facilities to Credit Societies. Meantime it may not be out of 
place to dii'ect attention again to the provision now made in the rales of the Agnenltiai 
Lcieties for providing credit facilities on what are, virtmlly.Kaiffeisen Imes for tleir 
members. As tbe banks are precluded from tratog and from thus making profits wbicli, 
in their earlier stages especially, are needed if paid secretaries are to be employed in them, 
that is all the more reason why societies which have proved then utility by joint puicliase 
and sale for their members should add a department for co-operative credit, and tliis 
discharge those useful services of which, in the absence of an agri^iltural bai-^, the rural 
community is otherwise deprived. So far, however, this has not been done. 

We are not aware of tbe number of cases, if any, m which an Agnoultinal Society hs, 
added a separate Credit Section to its organisation, under the new Kule referred to above. 
This Rule permits a Committee to invest any portion of the Society s capital in advances to 
members on real or personal security, subject to the usual Credit Society’s Rules as to 
loans and to the following additional regulation Members desirous of borrowing may 
be required to hold such number of Loan Guarantee Shares as the. Committee may decide, 
provided that in no case shall any borrower be granted a loan to a gieater amount than 
four-fifths of the face value of the Loan Guarantee Shares held by him.” 

Our conclusions in regard to the undesii-ability of the projiosal to confer trading 
powers upon Credit Societies apply equally to the carrying on of banking ti'anaactions by a 
trading Society. 

Insuffioiency of profits of most existing trading Co-ojteratm SoaieAs for 
'payment of competent Secretary. 


47 1 . Among tbe chief reasons given in support of the scheme for coni erring trading powers 
upon Credit Societies is that a part of the profits arising from the trading opei-ations could 
be utilised tow^ards defraying the expenses of the Credit Society, and that one Secietaiy 
could act for both sections of the Society. We note, however, that m their Annual Eeporte 
the I.A.O.S., in dealing -with the work of Agricultural Societies — i.e., the Societies wbicb 
possess the trading powers suggested for Credit Societies — complain of the comparative 
inactivity of these bodies and tbe difficulty of paying a competent Secretary from the profits 
arising from the usual small turnover of the tracUng operations. The following is an extract 
from the Report for 1909 : 

“ AgricToltuial societies are, in some respects, the least satisfactory of all the forms of co-operatioa 
which the I.A.O.S. has introduced. In most cases, they still remain small parish associations of fanners 
•whose system of doing business has undergone little, if any, change since they joined the movemeni 
Long credit is atiU looked for and given. Scai'cely anything is done except to purchase seeds and manures. 
The purchase of feeding stufis and coal is extremely rare, and during the gi-eater part of the year’ the majority 
of these societies may be said to he non-existent. Oyer and over again Lave their shortcomings been 
referred to in the I. A.O.S. Reports.. Their Committees and secretaries have been urged to exert themselves 
to extend their operations in any direction in which they can render useful service to their memben. 
As a rule, the tui’uover of these societies is too small to admit of the payment of a salary which would 
atti'act a really energetic and capable secretary, and they have to be contented with such clerical assistance 
as they can secure from, persons who are otherwise busily engaged, and can only aflord a little time to 
work which, if the scope of the society rvere enlarged and extended, us it should be, would demand tie 
entke service of an active and enterprising man.” 


Inactivity of many trading Co-operative Societies for most of the year. 

472. The question, of the present inadequacy of the profits fr'om trading in agricultural 
i*equisities uo pay the Secre-tanes of Agricnliural Societies is again referred to by the I.A.O.S. 
in their Report for 1910 : 

“ As in previous years, great difficulty has been experienced in obtaining statistical information fm® 
a considerable number of tbe Agricuitui'al Societies. The committees of these societies, as a rule, mew 
irregularly, owing to the fact that the main business, that of purchasing seeds aud manures for 
their members, is transacted almost altogether during a few weeks in the spring, whOe for the rest of tie 
year little or no husiuess is transacted. Consequently, periodical statements of accounts are neimer 
called for by the committees nor submitted by the secretaries. lu the majority of cases the mem^ 
throw the entire responsibility of cai'ryiug on their society’s work upon the committee, and the coramitiM 
transfer their responsibility to the secretary. The earning power of the majority of these societies is 
small, as it depends almort altogether on the extent of their seed and manure trade, aud payment of 
adequate salary to the Secretary becomes impossible. Under these eheumstances the condition of tilings 
above refen-ed to is not to be wondered at, nor can it be expected that committees will sustain an mteien 
in a body which is only moderately active in spring and dormant dming tbe rest of the yean • ; ’ 
They should employ at a fair remuneration an active Secretary who would be in a position to de'vo 
as much time as is necessary to carry on the Society’s work on a sufficiently large scale to pay expense®' 
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In dealing ^vitll Agricultural Societies in their Keports for 1912 and 1913* the I.A.O.S. 
neat their complaints as to the almost universal lack of activity in these organisations. 

From the above quotations it seems evident that the profits of the Agricultural Societies 
«TP in most cases comparatively small. But if the present profit on the pmchase of agcicul- 
fiiral reouirements in these trading Societies is usually too small to adimt of the payment 
fl canable Secretary, it does not seem probable that the carrying on of similar 
trfiHiuff onerations by a Credit Society would be of such material assistance in meeti^ n^ 
onlv the trading expenses but also the cost of the banking section of the work, as to justify 
the^adoption of a course to which there are weighty objections on other grounds. 


Disadvantages of one person acting as Secretary for both Credit and Trading functions. 

47 3 Your Committee agree with the view of the I . A. 0 . S. that if the scope of an Agiicultimal 
• «?f.riptv were fully extended it would require the entire services of an active, ente^nsmg 
man to conduct the trading operations. We are in full accord also with those witneyes 
who expressed the opinion that the duties of the Secretary of an Agricultural Society and of 
a Credit Society should not be united in one individual. To carry out both successfuUy 
in a well-organised Society would be to impose too much upon one pers^, who would al^so 
be under the temptation to devote most energy and time to t^t portion of the work, 
whether trading or banking, which proved the more profitable fmanciaUy. 

But there is an even more important aspect of the matte^ 
competent Secretary of a trading Society are in many respects different from those 
in the Secretary of a Credit Society. The former should 

some acquaintance with trading and some technical farming Imowledge to assist him m 
the ordering and testing, when necessary, of articles such as artificial nmnures, see^, . 
kiowledge which is not at all essential for the satisfactory filling f 
to a Credit Society. In several instances witnesses who occupied the latter position, 
of tte Society, tod .. of tte -“f J 
undertake the duties of supervising trading operations m agnoiUtural requirements. 

ImprobabilUy of trading jxmm, if conferred, aUaming object mmed at. 

474. Your Committee are convinced that a large amount 
otuecl to the smaUer agriculturists of Ireland, especially m 
in prices caused by the competition of Agncitoal C»-opeiative feooi.^^^^^ 
such articles as mimires, fertilisers, &p., and by the greatly r^mased 

not m“rof Tlo’ dlfm^tola^^ o“a ‘’coS^eS 

&Setei^-ts Z Tr^opSion af aStibnaf a"^““^aSainst 

bringing in to any considerable extent the S pay a quaffie'! 

which at present do not, in most cases, enable g ^ p, , if undertaken by 

Seoretaiy for the fillfUment of one special class of ™rfoim Wo separate 

Credit Sbcicties, to produce sufficient to pay a Secretary competent to peiloim P 

descriptions of duty. . n jv o ' e 

The important questions of the payment of the 

(including some remuneration to the Secretary) and the d y g Y sections 

lug a Reserve Fund out of the profits of the Soor^ are „snt. on 

of our Report. In our opinion, if the suggested late^of “teresMve., 4* ^ „j„. 

deposits and per cent, on loans to borrowers) bo ad p , current expenses, 

Credit Society, ohe it had gained the confidence of depositors to meet its current exp 
while adding a small amount per annum to its Reserve lund. 

Arguntent far trading powers based ufon difficulties arising from two tyres of Sodety 

475. One of the arguments which have been 

Credit Societies in Ireland is the difficulty said to a s the legal and other 

in the poorer districts of the 0°™*’'^’ „t Societies started side by side, 
differences between the unhmited and limited habihty of Socie^ s 

• “ It must rcUictaatl, be admitted tat the Agricultural Soeieti.sare etaudmg el.ll. -I.A.O.S. Bepo . 

1913, p. 20. 2 E 
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As one ^tness put it-“ When farmers ashed me as an Organiser why they could not do 
something which seemed to them qmte the obvious and ngnt thing to do, they Hsteaed 
with be^derment and impatience to statements about the law not pemittmg this or 
that and were inclined sometimes not to go on at all mth the work.^^ We must throw 
no unnecessary legal difficulties in the way of agricultural organisation. _ _ 

While attaching due weight to this contention— for obviously it is easier, m respect 
merely of organking difficulties, to start one Society in a particular district than two Societies 
of difierent types— we are of opinion, for the various reasons already given, that the balance 
of advantage £ distinctly in favour of the carrying on of banking and of tradmg teions hy 
separate Societies. Any difficulties due to the want of education on the part of the smaller 
farmers in the past'will steadily disappear, for the nsmg generation is taking an increasing 
interest in the technical and business side of fanning. 


Business metlwds as essential as enthusiasm in co-operative ejfort. 

476 If either Credit Societies or Agricultural Societies are to be run successfully, some 
adequate knowledge of business methods is essential in at least the Secretary and the 
chief members of the Committee. It is a fatal error to expect that mere unselfish zeal in 
co-operative effort will bring permanent success. From the knowledge which we iiavB 
gained during our Inquiiy, we can fully endorse the view expressed by Mr. J. K. Cahill on 
this point—'' it is a constant source of difficulty in co-operation that its leaders are apt 
to have much enthusiasm but little expert knowledge or busmess thoroughness, while the 
conditions often do not permit the payment of the wages of ability."* We’ do not think 
that the difference in the bases of liability of a Trading and a Credit Society, oi 
the working of the two, if necessary, by the same Committee, shoulc^ in the future present 
any insurmountable difficulty, save in rare cases. It may be added that very few witness^ 
wlw appeared before us, representing Credit Societies, referred to this alleged difficulty; 
while, as already pointed out, the majority of the Secretaries and other officers, both of 
Paras. 465-6. Credit and Agricultural Societies, advocated the complete separation of the fiuictiom 
of trading and banking. 

It is of interest also to note that the I.A.O.S., in their Annual Report for the year 
1906 , so far from referring to the impossibility of creating two Societies in the one area, 
stated that “ in districts where Co-opeiative Credit Societies havo been established in 
contiguity, if not in actual connection, \vith Agricultural Societies, it has been found that 
the bearing which one has on the other undoubtedly tends to the usefulness and prosperity 
of both Societies.” 

Any difficulties, moreover, due to the working of two Societies in the same area on 
different bases of liability, would be to a large extent removed by the adoption for Credit 
Societies of a scheme of limited liability wth sliares, such as that suggested in our Report 
as an alternative to the present unlimited liability system. Such a Society would poss^ 
Saopar.0. 350. a coi^titution resembling in several respects that of the existing Agiicultural and Dairy 
Societies, and would accordingly be more easily understood by farmers who were already 
familiar with the working of these latter organisations. 


OONOLUSIONS. 

477. Your Committee’s conclusions on the question of conferring trading powers upon 
Credit Societies may be summarised as follows : — 

(a) There are several obvious advantages, especially in the poorer districts of Ireland, 
in avoiding duplication of Societies and machinery where possible. There seem piw 
Paras. 460 , 475 . gTouuds, therefore, in favour of the proposal to confer trading powers upon Credit 

Societies. 


Paras. 463, 476. 


Paras. 451-7, 
459-61. 


(6) A closer consideration of the whole question, however, reveals many strong reasoM 
against the mixing up of trading operations, even in purely agricultural requirements, wth 
the ordinary banking functions of a Credit Society. The disadvantages of such a combina- 
tion of functions greatly outweigh, in your Committee’s opinion, the admitted advantages- 

(c) The experience of the co-operative credit movement in other countries shows tbat 
while trading functions are largely canied out by Credit Societies in Germany, and to 
a smaller extent in other countries, such combination of functions is not at all universal, 
and is opposed in many important sections of the movement. 

* Report on Agricutiural Credit and Co-operation in Germany, p. 291. 
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(d) The maiority of the witnesses who represented local Credit and Agricultural Societies 
«+ vour Committee’s sittings were opposed to the conferring of trading powers in agncul- 
t Tfl1 reavdrements upon Credit Societies, and favoured a complete separation of tracb^ 
a^d baling functions. No witnesses favoui-ed genei-al trading powers for Credit 

Societies. 

le) The qualifications lequiied ioi satisfaotorfiy filling the position oJ Secretary to a 
trading Society are in many respects difierent from those required m th^ecretary of a 
Society The existing difficulty of finding a suitable Secretary for Credit Societies 
would probably be augmented rather than diminished by the proposed arrangement 

A trading society can, as a rule, more profitably operate in a larger area than that Pm. 40«. 

“"Tto’'wouhfiBS&y he considerable difficulty in keeping the banimg and 
trading accounts and funds of a single Society separate ; m addition, there would be the 
temptation to a Secretary to deyote himself to that portion of the work which proved the 
more profitable financially. 

I f) Deposits would probably not be attracted to tbe same extent to a Creffit Society 
rarrvmg on teading operations as to one wbiob confined itself to purely banking functioim ; 
nm^cculd Credit Sooueties, if they undertook trading, connt upon a contmuance of the 
Xtoft facilities now afloided hy the Joint Stock Banks-an important consideration. 

IrA The difficulty of getting small farmers to understand the difierences betwem Paias. «s-6. 
unlinuld and limited liabilty SMieties may exist in some of the most backward toteta. 
tat suta difficulties will steadily diminish. In any case, they would be largely »b™ted 
if Credit Societies on a bmited liability basis, as suggested in another portion of oui Report, 
were to be establislied. 

(h) The trading operations of Agricultural Societies have not hitherto yielded, as a iide, 

"l%r!f s^iSer"St*^,uch — 

we believe, by adopting^the rates of interest on deposits and loans recommended m our 
Report. 


2 E 2 
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(/) LOANS TRIADS BY CREDIT SOCIETIES. 


Even more important than the thrift side of the co-operative credit movement— & 
suhiect which we have dealt -with in the Section on deposits — is the side which is concerned 
with the of advances by Credit Societies to their members, this indeed being the 

object of the estabhshment of the first Raifieisen and Schmze Societies on the Continent. 
The important part played by the loans of rural Credit Societies in Germany in the sphere 
of agricultural credit may be estimated from the fact that at the end of 1910 the returns 
for 14,729 Societies showed that the turnover for the year had amounted to no less than 
£261,666,000, and that outstanding loans and overdrafts amounted to over £93,000,000.* 


Loans atvanced by Credit Societies in Ireland. 


478. The loans advanced by Credit Societies m Ireland during each year since the 
initiation of the movement are given in the following Table. The total amount thus 




Loans advanced. 





Number. 

Amount. 



£ 

1895 

— 

100 

1896 

— 

388 

1897 

— 

476 

1898 

— 

3,306 

1899 

— 

5,650 

1900 

— 

7,270 

1901 

2,634 

10,459 

1902 

3,241 

16,447 

1903 

3,722 

20,435 

1904 

6,822 

31,742 

1905 

7,453 

43,641 

1906 

8,447 

50,264 

1907 

9,046 

63,112 

1908 

8,926 

66,004 

1909 

9,213 

57,640 

1910 

8,618 

55,855 

1911 

7,967 

56,055t 


479. These figures show that the number of loans advanced by the Societies has 
remained ahnost stationary during the last seven or eight years, the number made in 1911 
being, in fact, over 1,200 less than in the year 1909. 

The total amount of the loans has also remained almost sta.tionary for the past 
four or five years, the amount for 1911 (£66,055) being only £51 in advance of the loans 
made in 1908, and £1,685 less than in the year 1909. 


480, The total of £56,000 lent during twelve months represents, when spread over 
the country, about £l ,750 for each county in Ireland, an amount which, viewed in relation 
to the credit needs of small agriculturists, is trifling. But the most successful Credit 
Societies are confined mainly to four or five counties, chiefly in the West. The lending 
of £56,000 in a year, on easy terms of repayment, mainly in these poorer districts, has 
unquestionably proved a boon to many struggling small farmers. A not insignificant 
portion of this amount is probably represented by renewals of loans ; but even aUowing 
for this consideration, and for the unfortunately large number of unsatisfactory or only 
nominally existing Societies, the benefits conferred by the loans advanced have been very 
considerable. 

As the total capital of the Societies in 1911 was £56,654 (including deposits, £27,290 : 
btate advances, £13,247, and bank overdrafts, &c., £16,017), while the loans made were 
£56, (^5, it will be seen that the capital (excluding the Reserve Funds, totalling £3,686) 
was turned over exactly once in the year. 


* ^pwion AgncuUural Credit and Co-operation in Ger-nxany, p, XIV 
t In 1912 the rtumher of loans advanced was 8,522, amounting to a total of £58,244. 
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Repoi't of Departinent’s Inspector in 1910 in regard to Loans. 

We have lefeiied elsewhere to the Beport made in 1910 by Mr Memell, A.C A., See par.». 
■ oeetra of the Department of Agriculture, upon 103 Credit Societies then holding 
r£om the Departme^^ This Beport stated that the Buie as to loans being grant^ 
tods fromth D p calculated to be profitable to the borrower was frequently 

oniy be a very common custom to grant, a loan for any ostensible 

■S”” which complies with this condition, though the Committee may suspect that the 
f ““ilimobably be applied to other uses. Perhaps the most dangeroim reason commonly 
'TtIrfWs ttat fm Xch a loan is granted is ‘ for holding over stock ; this reason of 
set ^ _ conceivable obiect. Many banks m Class 0. appear to have fallen 

habit of granting loans of about £6 ; these loans are steadily renewed, or re-granted 
mto the habit 01 gtamiug io , , nothing more than to increase his permanent 

nt^ir S r^St^oSc"^^^^ tMs practice is pernicious 
,aS demoralising ; it should be vigorously stamped out. 

VrdesimUUty of Bevewals of Loans. 

482. The following is an extract from the evidence of Mr. Mennell at our investigation 
in regard to renewals of loans : 

«. •. In regard to .eaewals, how did you hud the^ositiou Sooieb^ou 7 

edhevc to the luleB of »“ tte °° fuud^^^^ was, that the loan was for a apeoiSed 

rule, I think they did ; but what they did not followed on the existing custom m the 

time and for - object, andjt same or almost the same amount 

bo the same borrower and mSt if cLtory to the spirit of these Societies 

altoglln ”VSd 

This extremely undesirable practice f 

or without a merely noimnal ° tj The grave iujury wrought to the whole 

I.A.O.S. have often referred m then BoP°™- J onr opimon. 

Loan Bund system in Ireland l>y Socfety. The practice is, we fear, 

it is one of the most serious defects Fusible ^ ® J Sooietiea Eeports which we have 
still very prevalent, though not m the , contain references to loans allowed 

seen, furnished by the I.A.O.S. orgamsers, freq y to a borrower are, 

by Societies to become S^„^nfto'exoepLnal circumstances, snob as failure 

we admit, in some oases inevitable om g P renewing of loans is not only 

■of crops or the disease of animals. of a Credit Society by contong 

iuiurious to the borrower ; it seriously pp preventing the benefits of the 

Mr. W. J. D. Walker, member of the Congested Dirtnc^^^^ 

« for yroasor se« o/ 

483. Sermus as the evil of reuewak is we hesitate to ieoommend_the «Joption^^___^ 


483. Serious as the evil of .p?’ ^ ^ j^oKOwer who has repaid a loan. Such 

two months’ interval before a new loan is g . ^5 . ijut a minimnm interval 

a rule might often operate against deserving Committees of Credit Societies , 

a month might, we W, be usefully enforced by Co^ ^ "S 

we have, therefore, included in our draft ®ule® ^ p committees of the Bnlp that 

safeguard against renewals is the strmgen ^ uroductive purpose, or one vvhich, 

■■ loLs shal! only be granted for .““e profitaUe P ^ „ud of 

the opinion of the Committee, will efiect a saving or ^ ^ 


• See Rale 34, p. 3® and E* 29, p. 402 ™ ■ . 5 , 

t See Rale XII («), Appendix 22 to Mmntes ol Evidence. 
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tb-e Eules governing the repayment of loam wlien due.* ^ No further loans should k 
made by a Society to persons who have proved habitually irregular in repayment. 

In Germany, in the Societies affiliated to the Raifieisen Federation, “ Conunittees 
insist rigorously upon the punctual keeping of the terms of the contract, unless it is cleaiW 
sho-wTi that special circumstances have adversely affected the income or expenditure of tk 
borrower. . . . But while such remission is granted, no Society permits borrowen 

to postpone the payment of interest, or the addition of arrears of interest to the capital 
sum.” t 

484. Several rvitnesses informed us that local Committees, in dealing rvith such mattes 
as renewals of loans, would desire to have some strong outside supervising body, Tntli 
power to enforce, if necessary, upon both boiu-owers and Committee alike, adherence to 
T. O’Heriiiiy Eules. A Secretary of a Credit Society suggested that the area ot a Society should 

3971-3976 ^ be a rural district instead of a parish, giving as his reason that “ a man’s neighbour will 
not be hard on him and compel him to keep up to his obligations ; whereas in a mral 
district you will have outside men who will keep the pressure on, and make the borrower 
in that parish keep up to time. . If you had on the Committee of the rural district 
one or-two from every parish they would know every bon-ower. . Each parish repre- 
■ sentative could throw the onus on others, and say ‘ it is the other fellow that compelled 
us to take action.’ . I think the greatest fault of the local bank is that the. Committee 
are neighbours of the borrowers. When they meet a slow pay they will not put pressure 
on. They do not like to make themselves unpopular.” 

Too often local and personal considerations of this nature are allowed to influeDce 
the action cf Committees in their relations with unsatisfactory borrower-s. Every efioit 
should be made to inculcate a sense of full local responsibility foi the proper conduct of 
the business of the Society, and for seeing that the interests of the Society as a whole arc 
not allowed to suffer through a natural reluctance to take action against individual members. 


Necessity for seo-ecy on the paii of Committee in regard to Loans. 

485. One of the most important of the existing Eules in regard to loans made by 
Credit Societies is that which lays down that : — 

“No persoa other than a member of Committee or Council simll be present at any meeting of the 
Committee when an appheation for a loan is under consid,eration. A member of Committee who applies 
for a loan must withdi'aw while his application is being discussed. If there is a difference of opiaiioa 
concerning the granting of a loan, the voting shall be taken by ballot. The proceedings with regard to 
loans at Committee meetings shall be kept secret, and any member of Committee or officer of Societr 
infringing this nile shall be liable to immediate expulsion or dismissal.”! 

The widespread reluctance of would-be borrowers to allow their financial needs to 
become known to their neighbours is undoubtedly one of the most potent causes for the 
comparatively slow growth of the movement in Ireland, and also for the inactivity of 
Sec para. 379 many existing Societies. The same desire for secrecy is, as we have .seen, one of the 
strongest factors at work in preventing deposits being offered to Societies. A strict 
adherence by Societies to the above-quoted Rule would unquestionably do much towards 
rernoving this serious hindrance to the development of the movement, both on its thrift 
and lending sides, and towards assisting in the growth of that spirit of mutual confidence 
and co-operation which are essential for its success. 


Importance of spirit of mutual confidence among members. 

_ 486. We are in full agreement with the follorving expression of opinion by a recent 
wnter as to the necessity for an increase in the spirit of co-operation and confidence, in the 
interests of the proper development of the co-operative credit movement. " Whethei 
mutual confidence could be so fostered amongst British agriculturists that a farmci 
would acknowledge his need for a loan to a Committee of brother farmers is a question 
not easily angered. At present it is pretty clear that while an embarrassed agriculturisf 
will confess his plight to a bank manager, and a penniless clerk or workman will creej 
into the pawnbroker s secret chamber to bargain for a loan, there is a very strong 
and positive dislike on the part of all such impecuniou.s persons to make acknowledging^ 
of poverty to their neighbours. Yet without such acknowledgment the co-operativf 
bank can hardly exist, and the need of the bank is as great here as in Germany. 

* Rule XII. {m) to Appendix 22 to Mimitea of Evidence, 
t ^port on Agncultural Credu and Co-operation in Ga-many, p. 76. 
t See Rule XII. (1). Appendix 22 to JEnutes of Evidence. ^ ^ 
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“ The co-operative spirit informmg and Tvorking through men and women of goodwill 
seems the only possible instrument in this country for getting co-operative credit banks 
started- These banks cannot save the weak in will, the idler, the sluggard, or the foolish 
from ruin. Neither can they save the distrustful and suspicious, the unneighbourly and 
the prideful, or generally all those who would rather be ruined than ask a favour or receive 
Idndness from strangers Before the fool who cannot be saved and the wise man who is 
too proud to be saved (comforting himself when the waters of tribulation go over his head 
that at least he has ‘ kept himself to himself ’) the co-operator with his credit bank is 
equally powerless. Amongst neighbourly and industrious folk he may do business. 
Hence the future of co-operative credit banks in Great Britain, it would seem, 
depends upon the growth of feelings of mutual trust, the removal of that stumbling- 
block of pride which hates a friendly service, and the rooting out of that anti-social rivalry 
between kinsfolk and acquaintances which shows itself in ‘ keeping up appearances,’ often 
to the concealment and denial of positive needs.”* 

Several instances were brought under onr notice in which better-off members of a 
•Credit Society, who could easily have obtained advances from other sources, have preferred 
to borrow from the Society, with a view to showing by their example that there is nothing 
to be ashamed of in borrowing for reproductive purposes, and to removing that spirit of 
false pride above referred to. 


.See paras. 77-86 


Partial publicity attached to obtaining of sureties for loans from J oint Stock Banks. 

487. Some witnesses pointed out that, after all, there is httle diSerence between the 
nublicity entailed by obtaining a loan from a small Committee of the borrower s neigh- 
Luts, and that necessitated in many cases in connection with^e ohtainn^ by a small 
farmer of the consent of sureties who would be acceptable to a Stock Bank. Oases 
have been quoted to us in which a borrower has had great difficulty, after calling upon 
several persons and explaining his requirements, in obtaining the consent of suitable ^ 

sureties.^ Nor is there always much secrecy connected with the bringing of the sureties, .L cahiu 
when obtained, to the Bank. As one witness put it— “ I have seen m 
following an intending borrower towards a Jomt Stock Bank. . and yon knew nhat 
he wanted merely from their mien and gait.” 

It is easily possible to exaggerate the amount of publioity J"® ^ 

by the obtaining of a loan from a Credit Society as compared with 
bottowiiig transactions carried on.with other lending mstitutions. Bi t f ^ 

the Committees of Credit Societies do not, we believe, usually 

importance of strict adberenoe to the above Rule recimring absolute secrecy m repaid to 
all transactions of the Committee respecting loans and deposits. 


Loans should he made only to members, a7id within Society s area. 

4S8. An essential condition for the satisfactory working of a 
loaM shall he advanced only to members Society. ‘ ^ ^ ^ 

pnnciple of co-operative credit entails risks which should not b ' ^:,^g failures in 

of the .causes given by Dr. Cennes, of Darmstadt, for the recen - p ^ evidence of sce lootuotc. p- 
Hesse was the “ making loans to non-members m ™lation of the law No ev d^^^ .»io.t««u.,p 

a breach of this Rule in Irish Credit Societies was given during oui Inquiry, 
the importance of which can hardly be over -emphasised. 

Another essential Rule is that which promdes that no funds are ^ 
persons residing outside the defined area of the feociety s _ n 

meet exceptional cases, as where a deserving borrower may ave . T^^ovision that such 
aiily outside the Society’s area, we have included in our draft P General 

a iLn may he made; hut only with the special consent m each case of the General 

Meeting of the Society.f 

Period of Loans. 

489. Under the I.A.O.S. Rules no loan is graiRed tastalSsTf 

for a period exceeding one year, unless it be made repaya y § 
equal amount.^ - 


* Oo-operalion, Joseph Clayton, p. 71. 
t See Rule 29, p. 394, and Rule 24, p. 401. 

X See Rule XII (e), Appendix 22 to Minutes o£ Evidence. 
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In Germany loans are granted for at least a year, but in. most cases the period exceeds 
this, being often two, three, five years, or even longer;. In the year 1910, out of 91 ^ 9 ] 
loans granted by Societies affiliated to the Haifieisen Federation, 14,903 were for periods 
not exceeding one year ; 69,410 from one to ten years ; 3,482 for over ten yeps ; while 
3 396 loans were repayable by annual sinking fund instalments. These Societies reserve 
the right to recall loans granted under any form of security, at from four weeks’ tothreg 
months’ notice. Borrowers are seldom forced to repay the whole loan in. a lump sum 
but usuaBy iu equal yearly or half-yearly instaJments, as arranged at the time of makiiig 
the loan.* 

The existing Kules for Irish Credit Societies admit, it will be seen, of arrangements 
for repayment being made similar to those of the BaiSeiseu Federation ; there seems 110 
hindrance to a loan being advanced for two, three or more years, provided it be repaid 
by regular and equal instalments. Admittedly cases often occur in which a loan for a 
period of, say, three or five years, with no necessity for any repayment until the end of 
that period, would be very beneficial to a small farmer. _ But the. special constitution of 
these small Societies renders them unsuited in our opinion for dealing with this cla^ of 
loan. Especially is this the case if a large proportion of the Society’s funds consists of 
E. A. Anderson, deposits, held at call or short notice. "We agree with the Secretaiy of the I.A.O.S. that 
“ any attempt to mix up the two classes of loan would lead to failure.” In a separate 
See pai-as. Section of our Eeport we deal with the important subject of “ long-terni ” or " mortgage" 

7Cfi-85fl. credit in agriculture— a form of credit lying outside the scope of the ordinary Credit Society. 

Even when the loan advanced by a Society is made repayable by regular instalments, 
the maximum period should not, in our opinion, exceed three years ; we have accordingly 
inserted this limitation in our draft Rules-t 

Security for Loans. 

490. The present Eules provide that " loans when approved by the Committee, skU 
he granted to members who are able to obtain two sureties approved by the Committee, 
or who can give such security as the Committee deem to be sufficient.” As far as ve 
could ascertain, the condition that two sureties must be obtained by a borrower is almost 
invariable among the Societies. In dealing with the relations of the Joint Stock Bank 
to small rural credit, we have referred to the much greater facility with which a small 

See paras. 77 - 86 . obtain sureties satisfactory to a Credit Society than the more substantial suietles 

who would, as a rule, be required by a Bank. This consideration is one of the strongest 
arguments in favour of Credit Societies as agencies for meeting the borrowing requhements 
of small and medium agriculturists. 

Mortgage Security not adrisahle in Credit Societies. 

491. The existing Eules, it will he noted, give room for the acceptance by a Sociely 
of other forms of security, such as a mortgage on a borrower’s holding, and we have inserted 
a similar provision in our draft Eulesf to meet exceptional cases which may arise. But- 
in our \riew the condition that two satisfactory personal sureties should be furnished by 
a borrower is, on the whole, the safest and best for these small Societies. In Germany 
personal security is the most usual, but in some districts, especially in the South and West, 
many advances are made by Credit Societies on mortgage security, owing to the profits 
thereby gained as compared wth those obtainable from the investment of surplus funds m 
a Central Bank. Mortgage security is similarly required in many cases where sufficient 
personal security is not forthcoming ; it is also often required in coimection with land 
transfer transactions of members, such business proving profitable both to the Socie^ 
and the members, the latter obtaining money much more cheaply than they could do 
from other lenders for such purposes. J But the recent disastrous failures of Credit 
Societies in Hesse, due partly to the tying-up of funds in mortgage security and unwise 
speculation in real property, reveal the risks attached to such transactions by small Societies. 

Adoption of Current Account method by many German Credit Societies. 

492. The suggestion was made to us that a borrower in Credit Societies might he 
empowered to draw up to a certain approved sum, as required, without further formality— 
in fact, that a system of lending on “ current account ” or “ overdraft ” should be adopted. 


* Repoi't on Agricultural Cred/ii and Co-operation m Germa7iiJ, pv. 76-6. 
fSee Rule 29, p. 394, aud Rule 24, p. 401. 

i Report on Agricultural Credit and Co-O 2 )eraiion in Garmany, pp, 73-4. 
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Wo nBserve that in Germany this plan is being developed ; at the end oi 1910, 28 per cent, 
f It p loans outstanding in Societies affiliated to the Imperial Federation were advanced 
“ 1 V this svstem In the limited liability Societies of Saxony and Pomerania, most of 
« losns’n/e on overdraft, and the same is true of many unlimited liability .Societies in 
other Provinces. In referring to this subject, Mr. Cahill say.s : " Care is taken to preimnt 
loans on current account, that is, overdrafts, from becoming in fact standing loans. The 
Ss of most societies holding oulTent accounts with members provude that a certarn 
nereentage at least of the overdraft must be repaid into the account within each half-year 
L rear and that if such payment is not effected, the whole amount may be called in at 
once the credit reduced, or the rate of interest raised. Societies find that under the 
lilies’ adopted for their current account business they ore afforded not only a better “isight 
into the financial position of their members, their incomings and outgoings, but that their 
own resources are also maintained in a more liquid state.” “ 

The late Dr. Haas, we observe, strongly favoured the adoption bj Cteiit Societies 
of the current account method of advancing money to borrowers. In 1910 he iiTote 
° This form of credit has caused no difficulties of any kind ; on the contrary, the 
find it the most convenient, and that which accommodates iteclf best to the chang^ 
needs of busineSB and of farming. It is also simpler for the adnumstration of the bank. 

Only one resolution of the managing committee, or the comimttee 

the maximum amount of credit to be opened in favour of a member, and one furmsh^ 
of the security is required. After that this credit can he used by the member to such 
lint Ts 1 pCses’without further forniahties. It is different iwth loans g^d for 
a fixed term On eveiy separate demand for a loan a special decision mu pp,.. 4 - 1 u. 

InlesoSiis passed, leojtj furnished, stamps paid for, 

for both narties Moreover, in current account business the return ot the money 
livelier, bLuse the member repaying moneys can easily get *'^Xo?mmSris most 
need For all these reasons current account business is to • V, 

Seiy made use of in the younger Yeriande. and Xljnvm toms ” t 
ones.’ It is also suitable to meet the needs of credit for longer toms. | 

Current Account system not recommended for Oredrt SoeietKS m Ireland- 

493. Whatever may he the advantages attached to the 'XrlXllmeS 
in the highly-organised^German Societies, yX„Co^tto do not tonk that 
is one which should he introduced into Credl ‘ niade for definite periods, and for 

in oui view, is that loans, definite m amount, sh Oommittee Current accounts 

definite purposes, approved of in each case by the ^ , V^Xfuditure T loai, and 

zSi;rke"^iiSer::sdr^ 

dZlZi^m '?:\ook.keeping difilciilties would, 
in our opinion, result from a current account system. 

In the draft Rules submitted with our Report 
that the Society shall not open a current account with any bono .% 

Desirability of fayrmnt of Loans by cheque. 

494. Your Committee have becninipressedwiththe^^^ 

cash to remam for longer than is necessary in e ^ Secretary temporarily “ ‘ 

Credit Society. Undoubtedly there is otten ? j ^ p,e in his hands, w, ,t. d. wHki-i, 

to utilise for personal purposes a portion of the Society s ^ J 44 a;, 

Again few Societies are m a position to P’^Zationelv recommend that where possible all ’ 

of funds. For these and other ™„kiiiv®onoans to borrowers and the refunding 

the transactions of a Society, including the niaki g , ^ j Society s 

of deposits, should he by means of cheques 011 the Joint Stock ^ m 

current aoeonnt is kept, each cheque to be signed by two members 

countersigned by the Secretary. , j- 

There may be exceptional “taurnstances where o™g to the 
of the Joint Stick Bank, such a provision would prove diffic ult of adoption , 

AgricfurelCrM is Bemasy. pp. 38-9. BulMia 

t Notes on AgncultUTol Co-operalion and to J^±^- Ireland 

No. 2, Deparlmcnt of Agticalteo .nd Teohmoal iMtootion for Iiolond. 

t See Rule 30, p. 394, and Rule 25, p. 401. 3 If 
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fore inserted in our Rules provision for this condition bemg waived in individual cases 
with the consent of the proposed Agricultural Credit Section of the Department of Agri- 
culture.* 

Maximum Amount op Loan in Credit Societies. 

495. Under the Friendly Societies Acts, and the I.A.O.S. Rules based on them, no 
loan can be granted to a member of a Credit Society ‘‘ which shall make the total smu 
owing from bim to the Society at any time to exceed £50. f In Germany the only limita- 
tion upon the amount of the loan is that each- Society must annually fix at its General 
Meeting the ma.-yirrmTn of the total advances that individual members can hold at any one 
time. The figures of 4,165 Societies of the Raiffeisen Federation for 1910 are of interest^ 


Amount of Loan. 

Number 
of loans 
outstanding 
at end 
of year. 

Percentage 
of total 
number. 

£6 and under ... 

61.070 

16-2 

Over £6 up to £16 

102,656 

27-5 

„ £15 „ £25 

59,176 ' 

15-7 

„ £25 ., £50 

63,889 

16'9 

„ £50 „ £100 

44,764 

11-9 

„ £100 ., £260 

32,814 

8-7 

„ £260 

11,749 

3-1 

Total 

376,018 

100-0 


These figures show that over 75 per cent, of the loans in question did not exceed £o0. 
Many of the large loans over £100 were, moreover, connected with mortgage transactions, 
land purchase, &c.,— operations not carried on by Credit Societies in Ireland. “ Tlie 
actual amount of credit extended to individuals by German Societies is of course dependent 
on each particular case : on the standing and character of the applicant and the security 
he can give (whether sureties or other). In the Pomeranian and Prussian Saxon societies 
vuth limited liability each member is normally entitled to a fixed credit wthout further 
security on the basis of his share holding in the Society ; in the majority of Societies with 
unlimited liability each application for a loan is separately examined by the committee.” § 


Rev. A. Claucy, 
8312. 

tv. J. D. Walker, 
4526. 

R. G. Greene, 
3145-6, etc. 

Rev. J. Morris, 
14434, 

E. Galavaii, 
17848, etc. 

R. A. Anderson, 
1868. 

See also pai'as. 

854-7. 


Para. 61. 


Present wcmwum of £50 should be retained. 

496. Several witnesses at our Inquiry advocated a lower maximum than £50 ; while 
others favoured an extension of the maximum beyond £50 in exceptional cases. According 
to the Secretary of the I.A.O.S. not more than a dozen loans amounting to £50 have been 
made by the Societies, which is, we think, a proof that the present maximum is not too 
low.^ The average loan advanced by Credit Societies in Ireland in the year 1911 was 
£7 ; in 1910, £6 10^. ; in 1909, _ £6 5s. ; and in 1908, £6 5s. In any event, even if a higher 
10^ than £50 were permissible under the Act, we consider that in few instances would 
it be advisable to lend more than £50 to a necessitous small farmer at one time. If for 
stocking or similar purposes he were to require a loan of a larger amount, say £100, it would 
be preferable and safer, we bebeve, to make bim separate advances of £50 each in two 
consecutive years; the value of thrift and careful expenditure being even a more useful 
lesson to the agriculturist than the advantage of judicious honowdng for reproductive 
purposes. The more substantial farmers, as we have seen, can as a rule obtain credit 
facilities at the Joint Stock Banks. 


Loan m limited liaUUty Societies not to exceed £6 for each £5 share held hy hcrrcwer. 

497 In the draft Rules submitted with oar Report, we hawe, for the various reasom 
of rv 44 « as the maximum amount of loan in each type 

or Uredit a,ociety II In the Rules dealing with loans in Credit Societies on the limited 
uaMljty basis, with share capital, we have added the proviso that no loan shall be granted 

* fee Rale 35, p. S96, and Enle 30, p. 402. 

T bee Bale XII. (e), Appendii 22 to Minutes of Evidence. 

sS Ce-ey™!" •« (hrmmy, p. 74. 

II flee Enle 29, p. 394, and Eule 24, p. 401. 
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. rv.,»TnKfr which shall make his total indebtedness to the Society at any time to amoimt 
S I Tm exceeding £5 for each share (of £6) held by him. As pointed out elsewhere, tbs Para. 367. 

* is intended to encourage members to take up as many shares as possible, within 
Stir means subject to the totS limit of 20 shares (the sum of only 5s. bei^ paid up on 
I Rharei Tbre is thus a direct inducement— which would otherwise be absent— to 
SL o2 members to undertake a share responsibiUty in some proportion to tar means, 
atesponsibility which in Germany is strictly enforced bylaw, according to the valuation Paras. 31&-3-0. 
assessment of each member. . , 

^ Under our suggested scheme, a medium farmer who may require, say, £30 as a loan, 

.nldW first to be the possessor of six shares of £5 each, entaihng a payment of 
ws in two iDBtalments with a total leseive liability ot £28 10s payable OttW ca*e 
S ihe' Sockty’s assets faibng to meet tbe liabilities, and only to the erfent found 
J«»rv to raver snob deicit An agricultural labourer, on the other hand, who is 
iHoSely to require more than £3 ci £6 on loan at one tame, need postoss ordy one 
£?^e^iUng a p^ment of 6s. in two instalments and an ultote babihty of U 15s„ 

;^abirral“i whL or in part, under the same very exceptional circumstances. 

r'"r‘ ai-'" 

TIoT but a tog such oases to Quarter Sessions, thus entaihng 

Sy to the Society and legal and other *\t%orTas”^^^ 

Societies. Ihterest on Loans. ■ ‘ a i 

168. One of the most '“Ptont questions com^ thS7\he° Socie^itsdf- 

from the point of view of the agricultural , difierence between this rate and 

is the rate of interest charged by it on ^ ^ lenders of its capital, depends 

that paid by the Society to depositors, Bauks, and otoe^ len^^ ^ 

the possibility of the Society being run so normal rate paid by Societies See paras. 382 7. 

rite 7ln7“ « made repayable 

Under the I.A.O.S. Buies “the interest Siall be 

by instalments shall in no case exceed 7 p ;,P ™ Committee is empowered also 

payable on the same date as the loan is °^es incurred in oonnec- 

to Wge, if found necessary, for expenses time that the loan 

tion with the loan (such payment being made W 

is advanced) and to exact fines for default in t of the Societies A. Sw.m, 4661- 

The Auditor of the I.A.O.S. toimed ns that tj,o,t not more than 

charge 5 per cent., that Possibly 13 per cen . gecretaiw of the I.A.O.B. said ^ to the -^gga. 
six Societies charge up to the full limt. of interest and easily caloulated, 

interest paid on the loans, 5 per cent.isa ve y p p liaiQ, if a man in a congested 

but that leaves a very small margin of profi . , . j pavic^ for it at two or three 

district has been in the habit of getting acco ^ ^ Credit Society at 

times that figure, it would fie r»avine^7i per cent, for this money, because 

6jor7^per^nt. ™le I would like to see them pay per 

1 think it is well worth, it to them, I think 6^ g -ggerves doubly as fast as they are 
month. This would enable the Society to bmld up reserves nou y 

doing at present.” 

Nm-tml rate of 6i per cent, per annum on ^“’'"thfrate of interest p™». 312.8. 
600. In dealing with the subject of p aepositot as the question 

obtainable is not so influential a iactor m at tracting the s mall_^ 

___ of Evidence. ^ ^ , 
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of the security afforded ; similarly the evidence at our Inquiry conclusively proves tliat 
in the case of loans to small farmers the precise rate of interest charged is not so importaat 
a consideration as the length of time allowed for repayment, and the absence of the necessity 
for periodic<al renewals, with the attendant trouble and expenses. 

After careful consideration, we recommend that the normal rate of interest on loans 
should be 6^ per cent, per annum, as suggested by Mr. Anderson. Tliis rate is already 
in force in some Societies ; it is equivalent to Ijd. per £l per month, and is therefore easy 
of calculation. Taken in conjunction with the proposed normal rate of per cent, on 
deposits, it affords a margin of almost 3 per cent, profit to a Society, as contrasted witli 
the usual 1 per cent, margin, From a recent report of an T.A.O.S. organiser upon Loiiis- 
burgh Credit Society (Co. Mayo) which has been brought under our notice, we observe 
that in the year 1913 a profit of over £12 was made, as compared with a loss of £l 6s, in 
1912, the change being mainly due, in the organiser’s opinion, to the rate of interest charged 
to borrowers having been raised from 5 to 6 per cent. 

In the draft Kules submitted by us we have inserted 6^ per cent, per annum as the 
normal rate chargeable on loans by Credit Societies.* 

Reduction in rate of interest on Loans when Reserve Fund reacJies a certain size. 

501. While recommending per cent, as the normal rate of interest on loans, we have 
inserted in our draft Rules a provision that “ should the Reserve Fund reach the sum of 
£300, or one-fourth of the deposits of the Society, whichever be the larger sum, a General 
Meeting shall decide whether further profits shall he added to the Reserve Fund, or whether 
a diminution shall be made in the rate of interest charged to borrowers.” It is extremely 
■desirable that strong Reserve Funds should be gradually built up in all the Societies, but 
care should be taken that this is not allowed to become detrimental to the reception of 
local deposits. The figures for 1911 gave the total Reserve Funds of 144 Societies in 
which such Funds existed as £3,686, compared with a total capital for all the Societies of 
£56,554, of which £27,290 consisted of deposits.f The average Reserve Fimd is therefore 
about £25, and even this small average figure would fall to £20 if a few Societies pos- 
sessing exceptionally large Reserves be omitted. The largest Reserve Funds are found 
in the following Societies (whose deposits are also shown) : — 


Name of Society. 

Amount of 
Resen'e Fund 
(1911). 

Amount 

of 

deposits. 


£ 

£ 

Geesala 

338 

717 

Malin 

196 

1,242 

Enniacoe Estate ... 

159 

425 

Mullagbbavrn 

133 

2,177 

Bebnullet 

126 

387 


It will be seen, therefore, that only in one Society in Ireland (Geesala) do the conditions 
now e^t under which our proposed Rule could be put in force by the Committee. For 
a considemble time to come the best policy for even the strongest Societies will be to establish 
Reserve Funds as a safeguard against the chance of possible losses, and to maintain a 
normal rate of 6j per cent, on loans to borrowers. 


Utilisation of Reserve Fund upon the dissolution of a Society. 

. 502. The useful provision of the present Rules (in accordance with the Friendly 
Societies Acte) laying down that in the event of the dissolution of a Society the surplus 
asse , after the payment of all liabilities, shall not be divided among the members, but shall 
be devoted to such useful local purpose as the General Meeting may determine, should, in 
our opmion, be retained under any future legislation regarding Credit Societies. This 
provision at removing from members all temptation to wind up a Society for the sake 
of diyidmg the Reserve Fund, and is a very different thing from the possibility of surplus 
profits being annually devoted to local purposes during the existence of a Society—a 

serious defect in the constitution of Loan Fund Societies 


* See Rule 30, p, 394, and Rule 25. p. 401. 
t See Table on p. 128. 
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Mutual Live Stock Insurance. 

.■m-7 V We note that in the existing Knles of the LA O.S. it is laid doivn that 
.. •„ ^h^wso of loans being sanctioned for the paipose of purchase of live stock, a policy 
t .,S?ance for such stock shaU, if the Committee deem it necessary be taken out after 
” With the principle of tliis Role me fully agree, but ve recognise the 
t es 4ich would occir if the Committees of Credit Societies, especially m backward 
l^i ctrVere to insist on an insurance policy being taken oirt in every iiustance of a hve 
tin It is quite probable that in the great majority of instances no such condition 

stock loan. It IS q p ting of these loans. The cost of the insurance premium, 

f'X trit It vete!^^^ wotdd probably be necessary in the event of the 

*il ilvine would render such a method quite unworkable m the case of most hoinowers 
ttrSdeto We have therefore in the draft Rules submitted with our Repor 
Setiis tmlition as to insurance of the anhlial bought with a loan to remam optional 

” ’’ itoul opimon the problems connected with live .stock insurance in Ireland require 
taugW live stock and cattle wMek 

“ hi: te? SX^mgard to X Sittranee scheme, owing to funds not 

lAve Stocl Insurance Schemes oj the Oongested Ihstncts Beard. 

rate of preiniiim, is 2d. m the £1 on t . v- _f 4.i,p value should the animal die foom 
the Board contract to pay the owner number of animals insured 

any cause during the period whde grazing on value being over £202,000, 

for the five years ended March 1912, a^surplus of £377 

XL^’XrXmnlStifS sohelnl “las worked very satisfactorily and has 

of the Igrioultnral and 

General Insurance Society, T^imited. 

Mutual Live Stock Insurance on the Continent. _ 

6020. The great development of mutiuil ^ ^hTmon^^MeS 

as in France. Italy, and G™y be ^ J are about 

of the International I^ttute of Agncidture. ’ stock company under- 

10,000 local Societies for Cattle Insurance. r „pnpnllv recognised in Germany 

takes cattle life insurance m that country^ g suitably undertaken by 

that cattle insurance, as regards life insnranc , > members of such organisa- 

local organisations of a mutual or co-operative f Xal.s 

tions oL. among other things, observe and supervise to do so. They 

and the action taken when anything occurs , , .-^p^ise to estimate correctly 

are also in a position, without incurnng any app • P ^ ^ (jerman Agricultural 

the value of thl animals both upon insurance J case “ ^^Xr— eSiing this 
Coimcil and other great agricultural bodies have been unanimous 

XtZpS^paltakenbyloealmritual^ 

upon the Continent varied according to the partic ular eiicrnnstanc es ol^a ^ 

•See Kale 32, p. 396, and Kale 27, p. 402 AUemsnU Ads (Board oi ABrioaltaic 

tSee Report o] Proceeirnge Vw m13 rCd 73281, pp. 30-1 

.aad Esieriee) [Cd. 6770] for year 1912, pp. lS-19, yid for 1;“ ™ 

tSeport in AgridJtiral Creiit ani Co-operehm .« Sermm«j, pp. 293-4. 
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well worthy of attention ; in view of the numerous official and other publications on tht 
subject,* it is unnecessary for us to enter into details. "We believe tha,t there are few ; 
matters connected with the financial position of the small agriculturist in Ireland more 
deserving of careful consideration. There are many exceptional difficulties associated 
with the problem, the successful treatment of which would probably include arrangement 
for re-insurance ; but a well-organised scheme of mutual^ live stock insumnce, with. State 
assistance and supervision, would be invaluable in minimising the financial losses so often 
incurred in the rearing of live stock — losses which press most heavily upon the smaller 
farmers. 

Loans to Agricultueal Labourers. 

503. While dealing with the loans made by Credit Societies, we may point outtLat 
a portion of the agricultural community which is likely to derive very considerable benefit 
from an extension of the co-operative credit movement is the agricultural labouring class, 
The following official figuresf showing the number of agricultural and general laboateB 
in Ireland in each of the Census years since 1871 reveal the gi'eat decline which has taken 
place in the former class : — 


Tear 

Agiicultural La.buur6i"S j 
(Males and Femules) 

General Labourers 
(Males and Females) 

1871 1 

509,344 

214,685 

1881 1 

336,127 ; 

1 114,043 

1891 ' 

280,086 

87,446 

1901 

231,871 

79,035 

1911 

199,900 

1 

i 102,099 


The scope of our Inquiry does not include the consideration of the many controversial 
problems connected with agricultural labour, problems which have never been more 
prominently under public notice than in recent years. There is now a very large literature 
See p. 389. dealing with this subject. In the Bibliography appended to our Report wili be found 
references to various official and other publications regarding Irish agricultural labourers, 
their rates of wages, the relations between farmers and labourers, the question of migrator)' 
labour, the hearing of the problems of labour upon those of tillage, and so forth. 


Evidence as to credit needs of agricultural labourers. 

503a. We were glad during our Inquiry to have the opportunity of examining a 
number of agricultural labourers who gave us useful first-hand information in regard to 
the credit needs of their class. Apart altogether from the question of the reasonableness 
or otherwise of the rates of wages paid to agricultural labourers in this country— and no 
generahsation upon this point applicable to all parts of the country is possible— there is 
no doubt that even the best paid labourers would be greatly assisted by increased credit 
P. ^Bradley, faciUties Suited to their pecuhar needs. The President of the Cork County Land and 

4373-83. Labour Association expressed to us the opinion that “ if the labourers were afforded a 

ready and simple means for borrowing sufficient money to till the plots which they occupy, 
it would at once bring into state of intensive cultivation many thousands of acre plots 
of land in Ireland which at present with very few exceptions are only poorly tilled, and 
in a great many cfises not tilled at all. ... If they get an advance to enable 
them to till their plots for the first season they would he able to get on pretty well after- 
wards.” 

Yg The witness went on to point out a fact to which we have akeady referred when dealing 

with the Joint Stock Bank system of Ireland, viz., that agricultural labourers lie outside 
the operations of these banking institutions, owing to the difficulty of their furnishing 
security. Such difficulty is naturally greater in their case than in that of small farmers. 
T. Lynch, 8380. labourer informed us that ‘‘ many of the labourera are not able to put by any reserve- 

Take amanwitha wife and four children earning 12s. a week. At Id. a meal (each) thatwould 
amount to 10s. 6d., and Is. 6d. is left to procure clothes and all other necessaries of life- 
That is the higher -waged labourer, and at the present cost of living he can badly live on 
that wages. If he were supplied with a loan to till his plot, it would be of great assistance 
to him,.” 

T.Coie, 12560. Another labomer from County Cavan stated that “ all of the labourers have to go 

very poor into cottages, and they have to work away with the farmers during the week 

Artiehainthe Journal oj Devartment of Agriculture Vol I No 3 p 373 • V.,No. 2, p.364; 

4, p. 6p ; yilL, No. 4, p. 651 ; X., No. 1, p. 72 ; X., No. 3, p. 499. „ v 

t P- » of Eepm-t on Irish AgricuUwal Laboums, 1913 (Depaitmeut of Aguculture and Tecliaiffli 

Instruction), Cd. 6928—1913. > \ e a 
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tret tlie weeVs tvages, and then their plots run had for want of money, but if they had 
£' to buy a few pigs they would be better ofi. A good deal of the labourers I know have 
t keep away all the time to support their families, and they have nothing but a few fowl ; 
-hereas if they had any means of getting money, they would be better oli. In the Loan 
Fimd Society in Ballyiamesdufi they have to get two securities, and they have to treat 
these. Their plots would produce a lot more if they had capital." 

Agricultuml lahourers and Loan Fund Societies. 

503 b When dealing with Loan Fund Societies we have given figures showing the : 
ride extent to which agricultural labourers resort to some of these Societies. Thus in 
the Kanturk, Kinsale, and Mallow Societies 55 per cent, of the borrowers in 1911 were 
Siouiets, and in the Fethard Society the number was even higher, 62 per cent. Of these 
1 rowers the larger proportion were in many oases agricultural as compared with town 
labourers ’ In the Kinsale Society, for instance, 45 per cent, of the total borrowers were 
acricultural labourers and 10 per cent, town labourers.* Probably most of the labourers 
tho resort to the Loan Fund Societies have as little knowledge of the real rate of interest 
tiaid by them as that possessed by the labourer who informed us that he thought he was 
mvina about 2i per cent., when in reality he was paying over three times that rate. 

^ ^ Mthough the Loan Fund plan of advances for twenty weeks, repayable weekly or 
monthly smts the requirements of weekly wage earners better than those of small farmers, 

(he system, for the various reasons fully indicated by us, cannot adequately meet the 
needs of small agricultural credit. , o 

We have no doubt that in the majonty of cases a deservmg and industrious labourer 
can obtain a smaU advance from the farmer who employs Hin or from a neighbouring 
f»rmer and in exceptional cases, can do so from a Jomt Stock Bank on the security of a 
hieud ’ In passing we may note that several instances were brought under our no^tice 
of comparatively large sums having been saved by young labourers who had been 

mdustaous^ndstlm^ credit referred to by the Chairman of the Irish Land and 
Labour Aisociation in the Bandon district is that under winch labourers obtain creit 
torn egg merchants early in the year, on the condition that ttey seU their e^s to the^^e 
Sets at a halfpenny a dosen less than the current rate. , This lyitness stated that his 
Conunittee had considered the question, and were of opimon that the establishment of 
Credit Societies where the labourer could borrow from £1 to £7 would be of great advantage 
to the kbourers holding cottages and plots, especially in the early part of the year when 
to tne la orf P-x-Viansted His Committee also suggested that the lahourers 

themsdvea should suhscrihe a small smu annually towards a security fund, and that those 
snhscribing should have the power to recommend deserving honoweis to the Credit Society. 

View of Irish Milk Commission in regard to facilities for jimohase of cows hy labourers. 

3030^ Several rntne-s 

h“^he Pairing of such loans ttough the agency 
of CredS; Societies view, we note, was also taken hy the Irish Milk Commissi^ 

who ^ated hi their recently issued Report that there are many cases where a ttofty 
khoiirrwould set grazing for a cow, if he had the means of piirchasing one. We thi^ 
the proper way^^^^^^^ 

various questions which were brought before us as to the re ...uiel. tL cow is grazed ; 

additionll knd for the keeping of a cow and of ® 

on the farmer’s land. These matters have been dealt with by the JLlk Commission. 

Lahourers as borrowers from Credit Societies. ■ 

603b. An obvious difficulty in some “ in 
Oo-operative Credit Soc ieties is the class distinction 

Aiipeadix 19, p. 551, Minutes of Evidence. 23-26. 

t Sejioii of the Irish Milk Commission [Cd. 7129J, 1 


J. Cumxains, 
3307-9. 
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In the western districts, where the dividing line is not so clearly marked, the difficulties 
are usiially not so great as in, other portions of the countiy. From the information 
which we have received through the organisers of the I.A.O.S., it appears that in 
Credit Societies lahourers are hojrrowers and are exceedingly pronrpt in r’epayment. 

The question of organising Credit Societies catering chiefl}' for the special need*! o{ 
agricultural labourers is, in your Committee’s opinion, one demanding every consideration- 
for upon the retention of the labourer upon the land mainly depends the solution of soine 
of the most difficult problems of Irish niral economy. 


CONGLUSIOHS. 


Paras. 478-SD. 


Paras 481-2. 


Paras. 483-7. 


Para. 489. 
Pava.s. 490-]. 

Paras. 492-3. 

Para. 494. 

Para. 49&-6. 
Para. 497. 

Para. 498. 
Paras. 499-501. 

Para, 602. 
Paras. 602 a-c. 
Paiaa. 503-1)4 


503e. Our conclusions and recommendations in regard to j.joans made by Credit 
Societies may be summarised as follows : — 

(a) Both the number and amount of loaiy< advanced by the Ci-edit Societies in Ireland 
have remained practically stationary for the past four or five yeai-s. Small as the total 
of £56,000 lent in twelve months may seem when spread over the country (being about 
£l ,750 for each County), the benefits conferred by these loans, e.specially in the poorer 
Western districts, have been very considerable. The total amount lent since I895 
(including renewals) is approximately £600,000. 

(&) The practice of renewing loans is one which has from the beginning been a serious 
defect in many Societies, and has been adversely commented upon by the I.A.O.S. Out 
of 103 Societies reported upon in the year 1910 by an Inspector of the Department, 
renewals were found to be fi-equent in 56 Societies. 

(c) An interval of a month might with advantage be insisted upon between the repay- 
ment of a loan and the ma king of a fresh loan to the same borrower. But the main safe- 
guard against renewals is a greater realisation by local Committees of their responsibility 
— in the interests both of depositors, borrowers, and the Society as a whole — ^for insisting 
upon the observance of the Rules in respect of punctual repayment of loans. Greater 
'secrecy should be observed on the part of Committees. 

(d) The present Rule as to the period for which loans may be advanced is, in oui 
opinion, satisfactory and requires no amendment, save that there should be a maximum 
term of three years. 

(e) Although the existing Rules admit of other security than the furnishing of two 
approved sureties by a borrower, we believe that this latter form of security is that -whicli, 
save in exceptional cases, should be insisted upon by local Committees. Mortgage security 
is unsuited in several respects for the financial arrangements of a Credit Society, and may 
lead to injurious results. 

(/) We cannot recommend the adoption of the current account or overdraft system 
in the making of advances by Credit Societies in Ireland to members. In our opinion 
the safest course is that each loan should be of a definite amount, for a definite period, and 
for a definite purpose to be approved of in each case by the Committee. 

{g) Wherever possible, payment of loans should be made to borrowers by cheque upon 
the Joint Stock Bank where the Society has its current account. 

{h) No change should be made in the present maximum of £50 for loans to borrowers. 
(j) In Societies based on the principle of limited habili'ty, 'with share capital, no- 
loaiis should be granted to a member which would make his total indebtedness to the 
Society to amount to a sum exceeding £0 for each share of £0 held by him. 

{k) Credit Societies should have the power of appearing at Petty Sessions, instead of 
Quarter Sessions, against defaulting borrowers. 

(1) The normal rate of interest charged to borrowers for loans should be per cent, 
per annum (s=l^(?. per £l per month). But should the Reserve Fund of a Society reach 
£300 or one-fourth of the deposits, whichever be the larger sum, a General Meeting 
should d^ide as to the desirability of a diminution in the rate charged on loans. 

, existing provision as to the utilisation for local purposes of the Reserve Fund 
on the dissolution of a Society should be retained in any future legislation. 

(w) The establishment of a sound scheme of mutual live stock insurance s'uifcable to 
the needs of the small farmei's of Ireland is a matter calling for special attention. 

(•n) The needs of agricultural labourers in respect of the funds required for the 
proper cultivation of their plots, the purchase of a cow, etc., can best be met by 
Co-operative Ci-edit Societies. 
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(g) REGISTRATION OF CREDIT SOCIETIES, ANNUAL RETURNS, AND 
CUSTODY OF DOCUMENTS. 


In this Section we propose to deal briefly with questions affecting the registration of 
Credit Societies, the furnishing of their statutory Returns, and the proper custody of books 
and doeuments. 

Premature Registration op Credit Societies in Ireland. 

504. It is in oui' opinion eminently unsatisfactory that such large numbers of Credit 
Societies in Ireland should have been nominally created without more reasonable prospect 
of their success. Of the total of 310 Societies at one time ox another registered in Ireland, 
almost two-fifths seem to have died, or to have been still-born. The natural desire of 
Organisers to show a record of work done has in many cases led, we beheve, to tliis 
prematm’e and unsound creation of Societies. Again, many Societies may have been 
•formed with little of no present prospect of success, in the hope that success would follow . 
later. As the Auditor of the I.A.O.S. put it, " in a great many cases these Societies are ^ 

experimental Societies. The banks are started in a great many cases, and they don’t 
go any further. That is like putting in seed that does not come up. . . We 

must recognise that every Society cannot be a success. The seed grows in some places 
and not in others. As we go along we weed out those without results. We give them 
a chance and assist them as much as we can. After a certain time, when we fail to get 
statistics, we wipe them off our register.” 


Similar defect in the Co-operative Credit movements of other cowitries. 

505. Human nature being much the same in ail countries, it is not surprising to find 
elsewhere the existence of similar defects due to unwise haste in the organising of Societies 
without proper regard to the prospects of permanent success. Mr. H. de F._ Montgomery, 
in writing of the General Meeting of the German Rural Co-operative Societies, held at 
Bonn in 1903, which he attended as the representative of the Department of Agriculture and 
of the I.A.O.S., states : — 


•• The keynote of the speeches made at the opeuiug of the proceedings, both by Dr. Haas, and still 
more by the various representatives of German Governments, was that the better organisation of the 
existing co-operative societies -was now a much more pressing matter than their further multiplication. 
The emphasis laid on this point was very noticeable. In subsequent conversation with an experience 
and enthusiastic co-operator, I was told that at the present moment there is a considerable reaction m 
rural public opinion with regard to the movement amounting in some districts, to widespread distrust 
and suspicion of the propagators of tire movement due to the inconsiderate haste with which many Societies 
have been started, where the people and the district were not ripe for them. , . . 

“ It is laid down as a principle in the working rules of both organisations that Societies should never 
be started except where men capable and worthy of managing them are forthcoming ; but the anxiety 
of the officials of the AUgemeiner Verland and the General-Verband (Neuwied), respectively, to OMupy 
the ground before the other organisation does so, and the emulation of the organisers m their efiorts to 
be able to show a good record of new Societies started, have led to laxity m intci-pretu^ this rule, and 
though the sound principles on which both organisations work prevent anyAiug in the shape of disaster, 
banki-uptcv, or heavy loss to individuals resulting, the operations of Societies formed of unsuitable amteiiatfi 
are inevitably very disappointing to those who have been induced to joni them by representations of 
the great benefits derived by the membei'S of sound and successful Societies. 


The same unsound policy of paying more attention to quantity than to quality, 
both in the numbers of Societies and in membership has been met with m connection 
■ftith the co-operative credit movement in France. M. Maurice Dufourmantelle, m an 
article on Agricultural Credit, writes : — 

“ Promotors of Credit banks occasionally take pride in starting then institutions with a 
endeavouring to found them with an imposing number of associates. This is not 
To admit too many members at first may open the doors to doubtful, even f jS 

may some day have to be eliminated. We think it preferable, on the neijrh- 


may some day have to be elinunatea. we xninK ur pieieiaoir, wu j> o xt. 

and carefully selected membership, for instance 16 or 20 convinced founders of pod m tbe ne^ga 

bouthood. These would certainly only wish to recruit associates worthy of belonging to the cred . 

which cai-efully organised in this way, among persons well known iot then 
would thus rapidly acquire the sympathy and confidence of the public, j 


• Note on Agtialluml Co-oyerolioil mi Ca-Ofemlim Acrrmllutal CreMI in , 

t Be, ml Iliiory «J Co-oyereUive Credit in France and other Foragn Oomdnes. (TronBlation pnnwn 
Senate Document, 672, Washington), p. 22. 2 G 


Printed image digitised by the University of Southampton Library Digitisation Unit 



220 DEPARTxVrENTAL COMMITTEE ON AGRICULTURAL CREDIT IN IRELAND. 
Warwings of Mr. H. W. Wolff and Sir R. Carlyle as to creation of indifferent 

506. In. the Preface to his Co-o-peraiive Credit Bank Handbook, Mr. H. Wolfi utt 
a note of warning against this premature creation of Credit Societies. ® 


“ A Co-operative Bank cannot be expected to thrive where those who ai'e intended to be its membfr. 
are not themselves aware that they want such an institution. You must have willing hands to 
up the fabric, and willing hands to sustain it, or it will not stand long. A Co-operative Bank oai^t 
be successfully forced upon an indifierent membership, or pampered into useful existence by eleemosvn * 
gifts from outside, In such cases light come is only too likely to mean light go. 

“ People may, indeed, reaUy be in want of the bank without being aware of it — as Scotchmen •» 
unaware that they wanted cash credit until it was introduced among them by the Royal Bank of Scotia”^ 
anxious to circulate its paper money. In such cases it will be right to argue with such people Tl t 
for the actual formation of the Bank it will be well to await their own time, the time u’hen a uuclena!! 
them actually resolve to set their hand to the work and undertake its responsibilities.”* ''' 


At tlie Conference in 1912 of tke Registrars of Co-operative Credit 
in India, the Hon. Sir Robert Carlyle, k.c.s.i., who presided, laid special stress upoTt^ 
dangers attendant upon the premature founding of Credit Societies in that Empire. 

•• There is one point of such outstanding importance that I will at first confine my remarks to it alone 
The very success of the co-operative movement brings its own dangers and it appears to me that the 
chief of those dangers is that we may be tempted to go too fast and out-grow our strength. We should 
I think, be very careful in organising new Societies. One good Society does more good for the co-operative 
cause than twelve indifEerent ones, as one Society well-run on sound co-operative lines does good not 
only to its own members but also outside throughout the neighbourhood in which it is working. It fonas 
a centre from which the understanding of co-operation is radiated, and one such centre is worth manv 
Societies in the working of which the benefit of co-operation is indifferently illustrated. ^ 

There is a distinct danger now that the great benefits of co-operation are conspicuous that we rill 
be pressed to move too fast. I would not have ventured to say this four years ago when the movemeot 
was m Its infancy, and I trust you will not misunderstand me and think I want to throw cold water on 
the rapid extension of the co-operative movement. But I do wish to emphasise the fact that there is 
a danger lu too rapid extension which may endanger the movement itself. 

“Pressure is, in many eases, being brought to bear on you to register more and more Societies, whether 
the ]«ople are ppe for them of not, and weak Societies will in the long run tend to prevent the movement 
developing as it_ otherwise would do. The co-operative movement is one of the most important if not 
quite the most important, movement of the present day in India, and because of its ve^ importance 
we should make sure of our ground as we advance.”f 

I.A.O.S. now require a nucleus of forty rm-mhers before farming a Society. 

5Q1. The policy of cautious advance thus strongly advocated by so many competent 
authorities m varioi^ countries is one which is equally desirable for Ireland. From the 
evidence of m. P. Gregan, organiser of the I.A.O.S., we gather that of recent years his 
practice has been to refuse to start a Credit Society unless 40 solvent men in 4e district 
are ready to sign the form of application and to pay the membership fee. This policy, 
he stated, has been approved by the I.A.O.S. It is undoubtedly a wise one, aid one 
which adopted from the first by all the I.A.0.8, organisers would have done mudi to 
i woiJd iaTO prevented the registration of so many 
snivel^ avoided the losses suffered in some cases by 

sbrnild never nough tae de^ult of persous of doubtful character or solvency, who 
should never have been admitted as members. 

dietrt^.^fT economic and social bistoiy of tbe small agriculturists in many 

even 'Psappointment must be occasionally expected, 

?ta suh^erenT Si t formation of a Society, and in 

abiriberSnTs^ '“aP“tion. But the movement will inevitably suffer if considei- 
SherSoSarfon aterted and meet with an L\j end. In this 

P 1 / rUe IS pre-eminently the wisest and indeed the only safe policy. 


Statotohy Amual Rutdens ox Ceedit Societies. 

FrienX'stcfptif^^wT?' “ statutory obbgationt to Ornish to the Registrar c 

tee ami fZt “ Annual Return of ita receipts, expend: 

strict euforcemiut of tes LeutiTRSeT'llmdTs”^- importance ta tt 
firp'kp-nt -wrri+far. -nr. +r. 1 , " £ • , Credit Societies whose accounts and bool 

in comp^ " “y ootapotent Secretary ought to have little difaeult 


In loco cit., pp. 3 and 4. 

} ScTIwS/ SoSiiSr 18% October, 1912. p. 3. 

§ See Enle VII. (t), Appenii 22 SividLe ’ 
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Need for simplified form of Atmiial Return. 

509. In onr opinion the existing elaborate form of Return could with considerable 
advantage be to some extent simplified, at any rate in appearance. It seems at present 
in several respects imduly cumbersome and complicated, and is rather calculated at first 
sight to deter a novice. According to the statement of the auditor of the I.A.O.S., the 
Returns which the Registrar of Friendly Societies obtains from the Societies are as a rule 
not filled up by the Secretaries of the latter, but by the auditor himself. He said : “ I ^ 

filled up these Returns for him (the Registrar), and if it had not been for us he would not 4 . 01 . 

have got them. The form I have already handed in you cannot expect a country Secretary 
to fill up. The Sec.retaries are frightened when they see it.” 


Defective form of Account Books furnished to Societies in the past. 

510. The form of the account books, &c., furnished to the Societies might also, in our 
opinion, be with benefit altered, so as to be of more assistance to an inexperienced Secretary, 
while at the same time furnishing fuller information, and in a more satisfactory shape, 
than at present. In the Report submitted to the Department of Agriculture in 1910 by 
their Inspector in regard to 103 Credit Societies holding loans from the Department, the P.aras. 
following comments were made on the system of book-keeping in the Societies 

“ The present system of having the cash accoimt in the ledger tends to render posting of accounts 
more difficult and liable to error. It is considered that it would be much better to have a wparate cmx 
book with three columns for cash, bank, and interest ; such a system would probably enable 
hank Secretaries and Committees to check the receipts and hank lodgments, and w(mld facilitate the 
noBting of accounts. It is most important that the system of book-keeping sbodd be so arranged as 
to faoifitate the members of an ordinary bank Committee in checking the books at each Committee meeting. 

The neglect of Committees to attend to this most important part of their duties has unquestionably per- 
mitted several societies to get into financial troubles, which would have been avoided if the tomimttecs 
had at each meeting satisfied themselves that the accovmts were cori-ectly presented by the becretanes. 
written up to date. The ledger account might also be improved.” 

Mr. Meimell, wlio carried out the inspection referred to, said in his evidence : " I 
never liked the form of books that were provided for these banks. There is a su^le ledger. 

There is only one column, and it really was very difficifit for a man to show how much 
he had in hands and ought to lodge at any given date.” . ' . j. ^ r, . 

The Secretary of the Cloonmorris Credit Society also referred to the necessity j. Bohan, 1 1601. 
for an improved system of book-keeping. He stated;—' ‘The ledger now commonly 
in use, while being suitable for the interest, expenses, and other small accounts, does not 
suit iox cash accounts. For the latter the Dr. side of the folio should have separate sets 
of columns for (1) cash receipts in repayment of loans ; (2) interest recced , (3) toes, 

(4) contributions to expenses ; and, (5) bank withdrawals ; while on Cr. side it should 
have sets for (1) bank lodgments ; (2) cash payments for expenses or other proses 
(3) loans in cash ; (4) other loans. The whole difficulty might be got over by ^ 

separate Ledger for cash accounts ruled off so as to provide columns. i 7 .^ 80 - 90 . 

of the existing form of books and accounts was also advocated by Mr. L. A. Johnston, 
representative of the Wexford Co-operative Council. 

ImprovemeMs recently effected in form of Return, Ac. 

511. The whole question of the forms of Annual Return, 
informed, been recently under informal consideration by a small 
the Board of Agricultlire and Fisheries, the Department of 

Instruction, the Agricultural Organisation Society of England and Wa es, • • > 

and has aho been under the Sotice of the Registrars of Fnendly Societies with tlu 
result that considerable improvements have already^ been , i i taken 

therefore refer any further to the subject, beyond pomtmg out tha ‘ , r ^ ^ 

that the forms of Annual Return and books in then- revised shape 
not only of unlimited, but of limited liability Societies. H special 

to Credit Societies be found desirable, and the present necessity J®f • , 3 Provident 

Friendly Societies Act (for unlimited liability Societies), and the In^ 

SooietiJ Act (for limited liability Societies) be removed, further changes m the form 
Annual Return may be found needful. , , i that a 

Whatever form of Annual Return be finally adopted, guidance of 

speoimen Eetum, fully filled up, be printed for tie mdely 

local Secretaries. It is not at all satisfactory tbat ^],eir Returns 

follow the practice of throwing the responsibility and ^ ^ itself a useful 

upon the shoulders of the auditor. The completmg of the K 
educative prooess foe the Secretary. 2 G 2 
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Failure of many Credit Societies to furnish their Statutory Raurns. 

ol2. The Secretory to the Treasury, in replying some years ago to a question in the 
House of Co mm ons iu regard to the failure of Credit Societies in Ireland to furnish their 
Annual Returns, stated : — 

“ The number of agricultural banks which are in arrear with their annual returns for two years 
more is approximately 100, by far the greater number of which consist of Societies which have cev^ 
done business. Every effort is made to secure the returns under the Act, where this can be done withoiit 
too great expense. In the Lettera case the expenses to the Department [the Treasury], after ffivin 
credit for the £1 costs allowed, amounted to over £20.”* ® 

The Registrar of Friendly Societies for Ireland informed us that the obtainine 
of the statutory Returns from Co-operative Societies was one of the questions that h^ 
given him the most trouble. He explained : — 

“ The difficulty is this — the movement both as regards the creameries, under the one Act, and these 
Societies under the other, was a new one. There were a great many Societies started which I call skeleton 
Societies, which were formed and got up and never did any work. I was reluctant to proceed againrt 
them for two reasons — first, the expense to the Treasury, because the Act provides for a small fine if the 
magistrates like, and the expense of sending down a witness to prove the default, is heavy, and the con- 
sequence was that you had very often a small fine and a large outlay. It was not satisfactory, It looked 
as if the result was not commensurate with the advantage.” 

Mr. Miley referred also to the difficulty created by the expense of prosecuting, and 
to his personal reluctance to take steps against the Credit Societies or Creameries, ‘‘ lest 
it should perhaps kill the movement altogether.” In the past two years he had obtained 
the consent of the Treasury for cancelling about 150 Creameries. “ I sat^fied myself 
that they were not doing any work, that they were derelict, and they were wiped out. 

. I have not yet started my campaign of wiping out the Credit Societies, 
Many of these Credit Societies are skeletons which never did any busings at all.” This 
witness explained that the ideal of those who registered large numbers of Creameries was 
to keep the name of the district registered, so that if they did start work they would 
have the copyright iu the name.” This reason would hardly be applicable in the case 
of Credit Societies. 


Statistics showing percentage of Societies failing to furnish Returns. 

have shown that many Societies have from time to time been registered 
without much reasonable prospect of their coming into operation. This premature forma- 
tion and registration is one of the chief causes of the considerable discrepancies which 
appear from a comparison of the annual figures of the I.A.O.S. and of the Registrar of 
Triendiy Societies. From the Table on page 128 of our Report it will be seen that the 
number of regi^ered Credit Societies failing to furnish any returns, either to the Registrar 
or to the I.A.O.S., has been on the increase, especially in recent years. Even when 
a owance has been made for those Societies which never actually started work after regis- 
ration, and '^hich therefore never had more than a nominal existence, the position cannot 
e regarded as extremely unsatisfactory in regard to many of the Societies known 
to be, or presumed to be, m operation. 

folkwing figui^ for the past eight years show the increase which has taken place 
m the number of defaulting Societies 


'iim 

1905 

1906 

1907 

1908 

1909 

1910 
lOli 


(a) 

No. of Societies 
on books of 
Registrar of 
Friendly 
Societies. 


232 

264 

279 

294 

305 

309 

310 
308 


No. of Societies 
included in 
I.A.O.S. 

Annual Report 
as working. 


190 
226 
213 
226 
267 
• 224 
217 
193 


(c) 

No. of Societies 
in column (a) 
failing to 
furnish returns 
to Registrar of 
Friendly 
Societies. 


, 71 
95 
107 
118 
135 
147 
171 


•(^)3 

No. of Societies 
in column (i) 
failing to 
furnish returns 
to Registrar of 
Friendly 
Societies. 


33 

29 

39 

80 

50 

54 

56 


• See, Houm of Commoee, 8th Jone, 1910. 
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514. Taking tie published figures for the year 1911, it appears that : 

, \ Of the 308 credit Societies on the books of the Registrar, no less than 171 or over 
sK Jr cent, fuinished no Annual Returns, as compared with 38 per cent in the year 1904 ; 

"/M pjven of the 193 Credit Societies record^ by the I.A.O.S. as in operation. 56 
Societies, or 29 per cent., failed to furnish their statutory Return, as compared with 24 

per of CreSit Societies recorded as at work has declined by 74 during 

the the Registrar include 115 Credit Societies no longer recorded by the 

I.A.O.S. as in operation. 

It is also worthy of note that while in the year 1911, 163 out of 193 Societies recorded 
as working were in a position to supply the I.A.O.S. with information m to the hiismes 
transacted during the year, only 137 forwarded their Eetarn to the Reg^tiar. . This 
wild go to show that some Societies, although at work and with the mformation availabfe, 
neglected to comply with the statutory obligation. In fact but for the trouble taken by ,See paras, 
rtf au^tor of thf I.A.O.S. it would seem as if this obhgation would be almost universaHy o09, 611 . 
disregarded. On tlie otiier liand, some Societies, we have ascertained, furmsh their 
EetMU to the Registrar but supply uo figures to the I.A.O.S. 

Desirability of cancdling a large number of the Credit Societies now on the Register. 

515 Your Committee were glad to learn of the Registrar’s intention to toke steps 
to cancel from the Friendly Societies’ Register the large nyunber of defunct Credit Societies 
in Ireland whose names now appear thereon. Such action would be of assistance rrthOT 
than otherwise to the movement, and would enable its true position m regard to the numbe 
■ff^ocieties in actual operation to be much more readily ascertainable. Credit Sooictees 
wUch work satisfactorily and yet fail year after year, m spite of reminders, ““PV 
with their legal obligation to furnish their Annual Returns, .must he comparatively few 
iE number. , , . , 

A. “ I hope he -will.” 

in their Returns at least 106 did no busmess during the year 1911. 

During the ujto'^hut “we* ^or^r'^Tl^rcf 

2‘catrr .rtiofws m^d to ae 
that nnder the FrieoMy Society **'Vntntot rea o^ 

Return to the Registrar is not considered a oneration. If. on the 

from the Register, if during the year it had not b , , Return this fact supplies, 

contrary, it has been working but fails to fu^ cancelled. These considerations 

we understand, sufficient cause for its j * j number of Societies which 

probably account for the retention on the Register ot a large ii^ ^ 
are not now-and many of which have never been-m active operation. 

IHIUEY CAUSED BY NeCLIGEST CUSTODY OF COKFIDENTIAl DoCUMBSTS. 

516. A serious defect in the working of many ‘ ii“ftof cS 

proper arrangements for the safe custody ot Iji® busilieas ’methods of commercial 

on hands. It would be unreasonable to expect to . . -l ^ there is vmquestionably 

banking institutions in the case of these rural Societies . but there imq 

much room for easily adopted improvements. ^ ^ 

The matter may appear at first sight less r must tell against 

but carelessness in the custody of confidential . both of borrowers 

the progress of a Society, tending as it does to arouse distru st m tne mn m 

•We ™eidei that 176 may be taken as tb. number of Credit Sociefies now inoper.tien (tee pnm. 239. 
and Map facing page 386. 
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and depositors. The ignorance and inexperience of Secretaries and Comnoittep 
sufliciently explain in most cases the existence of these lax methods, but this -til 
not satisfy those potential members' 'who can obtain in the neighbouring Post Of&ce ' 
Bank absolute security combined "with greater secrecy, and ■who, to ensure these advaifT^^^ 
are willing to forego a small amount in interest. The difficulty of attracting deuo^^’ 
difficulty already sufficiently great, is rendered practically insurmountable if deposi^rs^’ ^ 
that they have no guarantee that documents containing information in regard to t) ' 
dealings -with the Society -will be treated by the Committee as strictly confidential U 
Rule that the proceedings with regard to loans at Committee Meetings shall be t t 
secret, and any member of Committee or officer of Society infringing tms Rule sbab h 
liable to immediate expulsion or dismissal”* is often rendered nugatory by the nesliffe*^f. 
custody of books and documents, even though the members of the Committee mav 
sebres not_ be guilty of verbally disclosing any of the Society’s private trau^ctions.' 
Adequate inspection and ad'vice would do much to convince careless Committees of ttc 
injury done by thoughtless and hap-hazard methods of business. 


Evidence of Officers of the DepaHment of Agriculture as to careless custody of 
Doauments. 

™ agreement witli tke recommendations contained in 
the -Report of the Department’s Inspector above referred to : — 

“ Not infrequently the bank’s books and documentB such as members’ application forms bonds Ar 
are k^t in a slovenly careless manner, and are left, about so that some may be lost, or pcrsued by llui* 
who have no right to do so ; this should be remedied. Bonds should bo kept ffled in the order in S 

bpt B6pK™ely“’ “ *“'1 

Z 't "in ‘be Score laties and Committees have been deliberately catelees and letkaiiir 

St “any societies classed as unsatiafactory.’ are in that positron owing to the ienorsM 

tir?rkrd“™pSi"?“^ 

he hS'fo’S that™*^ inspection of 103 Societies 

were nSoSerZt re'rt.i'nr'X ‘T “’‘““I'""”'' ■ ■ Vmy often these presses, I think, 

Treie wrald be t'bis doonments themselves were very often in a very mnSdled condition. 

taouehT was nSsfart 1 ““d y«ar’s before, mined up together, whirh t 

SScoTall ^ ft ^ “t”''* ™dcistand a bond that was pafd o« being in 

Sd iiXne but it is uTtle* t- ■ ““ '^“d been repaid should be in erfstenDe 

is paid oT of Xll -it ° ^ iaad back the bond when the to 

shouHtVn? piaotice i.o., the non-canceUation of repaid bonds, is one that 

thnli'itoXsSljrttlXXSZ^^^ the sohoolbonse. That is suitable, but Id. sot 

holding of meetings in public houses^ T Still more objectaonable is the- 

a loan to a Socie^ I Sid to Kv .J Department had granted 

lying in a. b» Sd cmfS. belonging to the Societ?- I found/, boot 

that is common, but I found tbS- '\nr,A behind cushions and chairs. I would not like to say- 

shelves and lyinsr about I veirtemVi • . In private houses I have found papers stuck in book- 

members o1 trf.Sr.specianTSXlr Tf “ ‘ £mse. The other 

tlirough the papers to see -what members, would no doubt, have some curiosity, and look 

clisti-ict. Everything should bo kept thLouatlv^^^- this is tittle-tattled throughout the 

that I think this is a veiny great mstake ^ J P^'^ate. I have reported several times to the Department 
to give the Committee^nf Secretary an kept in this way conduces rath^ 

they felt that these documents sh^ld be nrnS? matter very much ; but if 

must be a certain amount of order I thinV^iw m a properly locked-up place’, and that there 

tend to make them feel that it is Act a matter of 

come^iTM? noS^Tnd “ 

’ all Lredit Societies were not open to tbia charge. 

'See Rule XII. ( 1 ), Appendii 22 t„ Miuules oi Evidence. 


Printed image digitised by the University of Southampton Library Digitisation Unit 


CUSTODY OF DOCUMBUTS IN CEBDIT SOCIETIES. 225 

X representative of the Wexford Co-operative Council also expressed to us bis dis- k 
atisfaction with the existing system for the custody. of books and cash. He said; — ^ 
•• The troiible at present vdth regard to our small Societies is that they have no place to 
, money or accounts, or anything else. The books are kept by the Secretary in a 
corner of whatever living acconunodation he has. Of course that sort of thing does not 
iBspire much confidence.” 

Provision in German Societies for the Custody op Books and Documents. 

519. The instructions in the I.A.O.S. Rules for Credit Societies in regard to the custody 
of books and documents are confined to the general statement that the Secretary is to have 
■charge of them.* The model Rules of the Raiffeisen Federation in Germany specify as 
one of the duties of the Secretary of a Society that he must as book-keeper and treasurer 
•“ keep with great care, in accordance with the resolutions of the directors, cash, securities, 
and other property of value, especially mortgage deeds and acknowledgments of indebted- 
ness upon land, savings books, as well as books, documents, vouchers, and bonds of the 
association. . . The Secretary is responsible to the association for the safe custody 

•of the funds and pimctual execution of the business entrusted to him. If he neglect 
lis duties he is liable to the association for the resultant losses. ”t 

The Model Service Regulations of the Imperial Federation state that “ the keeping 
of the books and cash is the business of the Secretary. He is answerable for the whole 
•of the cash business, for the safe keeping and accounting for the cash balances, the securities 
•entrusted to his keeping, bills, documents, account books, and papers of every kind.” 
The concluding paragraphs of these regulations are as follows : — 

“ The book and cash keeping must be conducted with careful observance o£ the regulations in 
operation therefor. It must be carried out according t-o the instructions issued by the Union. 

^ “ Tlie director, and also the president, must take very special care that the books are always so kept 
and ordered that the whole of t.he business, as well as the position of the business and t.he assets, may 
be clearly visible from them at any time. , , • 

“ The director and president are primarily responsible for the correct and careful carrying out of 
the aforementioned arrangements for control. „ , , > • • 4. 

“ The board of supervision must decide what securities, documents, &c., shall be kept under the ]o_mt 
key of the director and the secretary, or of the director and the president, as the case may be._ The caution 
deed of the Secretary is to be kept in the charge of the president of the hoard of supervision.' J 

The Secretaries of Credit Societies in Germany set apart in most cases a room_ in 
tieii o'»n house for the purposes of the Society, leoeivinj in return an allowance m addition 
to their salaries.? This practice would hardly he feasible in Ireland, saTe m exceptional 
cases ; nor would the provision of an expen'iive safe, as in Germany, be necessary. A 
securely locked press should suffice, unless considerable sums of money are kept in hand, 
a practice which, as stated elsewhere, is in our opinion most uiiwke for these oocietaes. 
It would speedily disappear if our suggestion be adopted that aU transactions of Credit 
Societies should be earned on by cheque, no cash being retained in the hands of the becretary 
or Treasurer save for petty cash requirements. 

520. It is ewident that the leaders of the co-operative movement in Germany, in this 
matter of the custody of books and documents, as in so many other matters, both of prmcijue 
and of detail, referred to in our Eeport, have spared no pains to safeguard the aflairs of the 
Societies by carefully drawn up rules and by weU-orgamsed inspection. We strongly 
icoommend that in any new set of Rules issued for Irish Credit Societies, airangemenfa 
for the proper and confidential custody of the Society's books, papers, and ca,sh m hand, 
he definitely provided for, as in the Model Articles of the German Federations. In 
the draft Rules submitted by us we have inserted provisions with this object m view.H 


Place oe Transaction oe Credit Sooietv’s Business. 

521. In mo.st cases Credit Societies in Ireland cannot afiord to provide even the smaU 
rent of a suitable room for the transaction of their business. A very usual meeting plate 
for the Committee appears to be the Rational School ; this has some advantages iMlud>ng 
that of being, as a rule, fairly central for the parish. But a special press with lock and 


* See Rule XI. (b) (2), Appendix 22 to Minutes of Evidence. , . 

t Appendices to Report on Agricultural Credit and Co-opei-aiion Germany, p. iv • 
tibid, p. 121, 127. 

§ Ibid, p. 95. 

It See Rule 51, p. 396, and p. 404. 


. A JokasoRf 
7 , 597 . 


Taras. 49-1. 340- 
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key should be provided, and be used for no other purpose than the custody of the Society’a 
books, documents and cash in hands ; nor should the keeping of the key be entrusted 
to any person but the Secretary, Treasurer, or some specially authorised member of the 
Committee. 

We believe, however, that there would be much to be gained by the provisiou, when 
at all possible, of a special room for the Society’s use. _ Some of the better-ofi residents 
in the locality might philanthropically assist by providing such a room free of charge 
or at a nominal rent, if it he not found feasible to provide accommodation otherwise. But 
it would be undesirable that this favour should be conferred by a member of the Committee 
save in very exceptional casas, for there are obvious objections to any business body beinii 
under considerable and permanent obligation to one of its members. Such a" course 
might tend— in spite of the principle “ one man, one vote,” — ^to give such member ac 
undue influence in the counsels of the Society, a state of afiairs detrimental to the true 
co-operative spirit. 

The increasing care taken by Joint Stock Banks to erect tasteful and often 
expensive buildings in prominent positions in the various towns is mainly due to their 
realisation of the fact that so apparently secondary a -matter as the appearance of the 
Bank’s office has its influence in attracting customers. Credit Societies might, we 
believe, with advantage follow, sed longo intervallo, in the steps of the large banking institu- 
tions by giving as businesslike and tidy appearance as possible to the room where the 
business is transacted. We in no way suggest that the provision of a special office should, 
like the finding of a competent Secretary, be a condition precedent to the establishment 
of a Credit Society, bxit we think that too little importance has in the past been attached, 
to this particular matter. 


CONCLUSIONS. 


Pains. 508-fjn. 


Paras. 512-r>14. 


522. Onr conclusions and recommendations in regard to the Registration of Societies, 
their Annual Returns, Account Books, and Custody of Documents may be sximmaxised as 
follows : — 

(fl) Considerable numbers of Credit Societies have been registered with, in oxir opkion>- 
no reasonable prospect of success. This premature formation of Societies has resulted in 
Aere now being about 130 Societies on the Register of Friendly Societies which are not 
in operation, some of them having never even commenced to work. In recent years greater 
care has been taken in this matter by the I.A.O.S. organisers. 

(&) Steps should be taken in the near future to cancel the registration of all Societies 
not in operation. No new Societies should be registered unless at least 40 solvent 
intending members pay the entrance fee in the case of an unlimited liability Society, or 
pay the call upon their share in a limited liability Society. 

(c) The existing forms of Annual Return and of Account Book.s require modifications.. 

i^) The failure of a large number of Credit Societies to comply with their statutory 
obligatmn to furnish an Aimual Return to the Registrar of Friendly Societies is most 
un^tisfactory , over 55 per cent, of the Societies on the Register, and almost 30 per cent. 
01 those reported as m actual operation neglecting to do so in the year 1911. Even those- 
orth^I A 0 funnshed their Retmns had them filled up in mit cases by the Auditor 

1 u ° Credit Societies no arrangements exist tor the proper custody of coiifi- 
‘^Tich negligent methods tend seriously to lessen the confidence 
pLt S X nugatoiy the Rule as to secrecy on tlie 

of “ .securely locked press available for the keepiaff 

Secritarv ^ key being entrusted only to the 

Wlw authorised member of the Simittee. 

theSoofety-s ZSess! transaction of 
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(A) THE SECRETAEYSHIP OP CREDIT SOCIETIES. 


go important do we consider the question of the Secretaryship of a Credit Society 
that we think it well to deal -with it in a separate short Section of our Report. 

Success or failure of a Society depends largely on the Secretmy. 

523 The finding of a suitable person to fill the position of Secretary to a Credit Society 
i. Tint an easy task, especially in those poorer districts where the benefits of oo-opOTatiTe 
credit are most required. The duties are of a responsible and often of a troublesome 
nature, while the financial remuneration (where such is given) is comparatively tnfhng. 

On the other hand, the success or failure of the organisation depends largety 
unon the competence of the Secretary for his post. We have had ample confematibnof 
thiB fact from the evidence received on behalf of Credit Societies m all parts of the country. 
The satisfactory condition of some of the most successful Societies has undoubtedly been 
mtinlv due to the time and trouble devoted to his duties by the Seoietary ; while m other 
where Societies have been in a state of stagnation for years, or have ceased ta exist, 
thE disappointing result has often been due to the apathy, incompetence, and m some 
ites the dishonesty of the Secretary. In too many cases the Committees of Manage- 
ment are prone to leave almost the entire responsibility in the hands of the Secretary, 
especially if he has proved himself a capable officer. 


Rules of Irish Credit Societies dealing with Secretaryship. 

624. The Rules for Credit Societies, issued by the I.A.O.S., in dealing with the 
appointment and duties of Secretary, lay down that 

TC, diaU aunoint s Scoretory and shall have power to fix some remimeiation ioi ha 

Tf he be a bald officer^^e shall not be a member either of the Committee or of ihe Oounel , 
semcea. If ho be a paia omcer, ne su^ „.„tins of any loan. When appointed by the Committee, 
and in no case shall he haya » v»te a jjgt Oeneial Meeting. On his nppomt- 

tSt“g”S‘.ppm?ed he dii oeeupy his|'osition until determined by one month', notice, either 
given by himeelf or by the Committee. 

After detailing the Seeretaiy’s duties, the Rules proceed 

■'IftheSecrntaryheanhonoraryoffieeu^ 

JSfi *• - A i. - — 

compulBoxy. 

Rules of German Raiffeisen Federation dealing with Secretaryship. 

526. It is of interest to quote from that -I 

issued by the Raifieisea Eederation of Germany wi to be furnished by him 

duties of the Secretary of a Credit Society, and the guarantee to be tuimsheu y 

for the proper fulfilment of bis duties. . a.- „ is bouud 

“ The Secretary ehall he elected by 

toiollowtheproposalofthecommitteearidtheboardofsW j 

of the Committee of Managemeut or of the board » P , amount is fixed by the board of su^ervisi^on 
" The Secretary receives remuner^ion te estimated according to profits or t!»e 

on the proposal of the Comiuittee of Management, bu 

turnover or the association. • • — — ■ 


• See Knle XI., Appendix 22 to Minutes of Evidence. 
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His duties are set forth, as follows : — 

“ The Secretary must, as took -keeper and treasurer : _ 

(1) keep tie books and lists as prescribed in the service instructions ; 

(2) follow the instructions in receiving and making payments ; 

(3) keep with great care, in accordance with the resolutions of the directors, cash, securities, ani 

other property of value, especially mortgage deeds and acknowledgments of indebtednesg 
upon land, savings books, as well as books, documents, vouchers, and bonds of the aasoth. 

(4) draw up after the end of the business year the draft of the annual balance sheet and accouitt* 

and present it with the vouchers duly ordered to the chairman of the Oommittee of Manage-’ 
ment not later than April let. 

The Secretary should be present at Uie meetings of the Committee of Management with delibeiatave 
voice. In other matters he has only to cany out the resolutions of the Committee, Other details of 
his rights and duties are regulated by the instructionB of service and by the written agreement made wth 
him through the Committee. 

The Secretary is responsible to the association for the safe custody of the funds and the punctual 
execution of the business entrusted to him. If he neglect his duties he is liable to the association for 
the resultant losses. The Committee, or the Board, are authorised in their discretion to relievo 
him temporarily of his office until the decision of the meeting of members, to be called at once, and to 
take provisionally the necessary steps for the continuance of business. 

As guarantee for the fulfilment of his duties, the Seoreta^ must find at least one solvent surety or 
deposit adequate securities. The custody of the security lies with the Committee, or in case the Committee 
have undertaken to be surety, with the board of supervision.”* 


Superiority of the Raiffeisen Federation Rules to the Irish Rules. 

526. An important difierence between the position of Secretary to a Credit Socielyb 
Ireland and in Germany is that in the latter country this officer acts both as a Secretary 
and Treasurer, while in Iceland these two offices are separate. The title usually attached 
to the position in Germany is “ Accountant ” {Rendant> Rechner). 

Para. 624 The I.A.0.8. Rules make no mention of the furnishing of security by the Secretary, 

and even in the case of the Treasurer leave this matter of guarantee to the discretion of 
the Annual General Meeting. On the other hand, the Raiffeisen Federation Article 
(see the final paragraph of the above-quoted extractl insist upon the Secretary finding at 
least one solvent surety, or depositing adequate securities. 

A further regulation contained in the German but not in the Irish Rules is that the 
remimeration of the Secretary must not be estimated according to the profits or the turnovei 
of the Association. The provisions of the Raiffeisen Articles seem in these important 
matters to be decidedly preferable to the Irish Rules. 

Again, under the Irish Rules, a Secretary, if not paid, may be a member of the Com- 
mittee or of the Council of Supervision, but without a vote in the grantmg of loans. The 
Raiffeisen Articles definitely preclude the Secretary from being a member of the Cktromittee 
of Management or of the Board of Supervision, although he may be present and take part 
in the discussions, without a right to vote ; as a matter of practice, he is usually invited 
to be present at the meetings of the Committee. 

Rules of German Imperial Federation dealing with Secretaryship. 

527. The Model Articles of Association issued by the Imperial Federation of German Co- 
operative Societies differ in some respects from those published by the Raiffeisen Federation. 
The Imperial Federation Articles, for instance, include the Secretary as a member of the 
Committee : 

The Secretary shall be elected for an indefinite period with sis months’ noticse, either on his part 
or that of the board of aapervision, of termination of his appointment. 

. . Secretary shall receive a salary, the amount of which is to be determined by the board of supai- 
vision. The other members of the Committee exercise their office gratuitously. In special cases, however, 
remuneration, to be settled by the Board of Supervision, may he granted to them in proportion to their 
trouble. . . 

^e members of the Committee must exercise the prudence of an ordinary business man. 

"Members who neglect their duty are responsible jointly and severally for resultant Ioas.”t 

^ Tbe Model Service Regulatioi^, issued by the Imperial Federation, give in detail the 
duties of tke Secretary (Book and Cash Keeper) of a Credit Society. In these Regulatioii® . 
it is stated that “ the Secretary is liable to the Society to the full extent of his property 
for aU loss and damage brought upon it through his own fault and especially for all deficits 

* on AgncvUurdl CreM <md Co-oferation in Germany, p. 103. 
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arising thxougli or out of the keeping of the books, and, fox the better security of theSociety, 
he shall furnish caution money, the amount of which shall be fixed by the board of super - 
^sion with the approval of the committee.”* 

Reasons for and against the Secretary being a member of Committee. 

528 In referring to the difference between the Rules of the Raiffeisen and of the Imperial 
Federations in regard to the Secretary being a member or not of the Committee, Mr. Cahill 
states : “ The presence of the secretary on the Committee has the advantage of convenience 
as regards routine work ; every receipt and document requiring the signature of two 
members of the Committee (in many cases as aheady noted the articles require three), 
three persons (secretary and two of the Committee) or even four (secretary and three 
members of the Committee) may thus be obliged to participate in such a small transaction 
as a receipt for the deposit of a few shillings. _ In practice it is arranged that the secretary 
gives a provisional receipt, the necessary signatures being afterwards secured. Apart 
from the question of convenience it is also considered that the feeling of responsibihty and 
the prestige of the secretary in the eyes of the members are increased by his inclusion m 
the Comimttee. It is objected on the other hand that the Committee is liable to be 
less free in its action towards borrowers and others,^ and m its supervision of the details 
of the routine business when one of their number is thus employed, f 

Rules issued by Board of Agriculture and Fisheries ; question of Secretaryship. 

529 The Model Rules for Co-operative Credit Societies (based on the principle of, 
Hmited liability) issued by the Board of Agriculture and Fisheries, m defining the duties 
of the Secretary, lay down that the Secretary “ shaU, on all occasions in the ?^®cution 
of his office, act under the superintendence, control and direction of tlm Committee, and 
shall, unless exempted by resolution of a General Meeting ^ve security m a.mo^^^^ 
as a General Meeting may resolve, in the manner provided by potion 47 of the Act. 
He may receive such remuneration as a general meeting raay determine. Und^ these 
Rules security is also required from the Treasurer, unless similarly exempted. He may 
receive such remuneration as the General Meeting may determine. 

DesirahiMty of Semrity heiny required from Secretarry. 

630. In yonl Committee’s opinion it is Teiy desiraWe that security of a moderate amoun^ 
should be leqoired from the Secretary of a Credit Society for the 

duties. We^have met with cases where, owing to the 
Secretary. Societies have snfiered losses, hut have had no f 

The finishing of security would do much to prevent such oeomrences_ The amomt 

security might he fixed at say five times 

(£25 seouritl where £6 is paid, and so on). The cost of the 

the Committee. Security could not he expected from an unpaid officer, but if our pro 
posal be carried out, all Secretaries would receive some remuneration. 

Viaos of I.A.O.S. in favour of faymeni of Searetary. 

631. From time to time this question of 

Societies has been referred to in the Annual Reports of th . • » onm^rativelv small 

with the difflenlty experienced by many Societies, owing to their 
turnover and profits, in providing funds for such remuneration. In their Keport 
1904 the I.A.O.S. stated : 

“ The question of payment of Secretaries ; but if the 

the bufliness is usually light, a Secretary will ^ time of t^ ofaoer, end the matter 

Society grows as it should grow, a very ^.V,.T.eTv?arce and Committees shouldnot allow 

has eventually to be faced. The salary allowed could nev T+^s satisfactory to note, that in the 

it to oat up In the profit aud thereby deplete the « ^ , 0 ^ 1 ' 00 “^ i. true of the l.rge.t 
vast majority of Societies, the Secretaries make no i nersistently refused to accept any 

agricultural credit Society in Ireland, Malin. where the Sec ^ £2,000, and the recording 

pecuniary reward for his services, though the turnover ’ 

of the small loan transactions must entail a very great labo 


with. 


In snheequent Annual Beporte the subject of payment of Secretaries is further dealt 


* Report on Agriculiwal Credit and Co-operation 
^Ibid, p. 93. 


n Gennamj, Appendices, p. 121. 
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Weight of Evidence supports remuneratio^i of Sea-etary. 

532. The majority of the witnesses who spoke on this matter at our sittings favoured 
the giving of some remuneration to Secretaries of Credit Societies, but preferred that tliig 
payment should take the form of a bonus oi honorarium, rather than of a salary. Jjj 
Anderson, Secretary of the I.A.O.S., stated : 

1663 “ In some cases they aie paid a small houoraiium for their services ; and the Committee mast 

remember that. £2 or £3 to a poor man living in a congested district is an important item. It has Wn 
suggested that they should be all paid. I object, and for this reason, that the minute you begin to pav 
people for doing these services from some outmde somve, they will measure the work they will do by the 
money ; but if they get an honorarium, they feel that it is an appreciation of their services leadered to 
the community, and I would be very sorry to see any change made. , In some cases no payment whstevei 
is made to the Secretary, and I cannot see that the services rendered by the Secretaries are any worse 
on that account. The Mnd of men who give their services are not looking out for money : they do not 
do it for the sake of the money, but to help the people.” 

Mr, Swain, Auditor for tke I.A.O.S., in dealing with this matter, said ? — 

4C60 “ Where the bank is a large one and the applications and loans nuinei'ous, it is plain that the initial 

■work of issuing and the subsequent collection, either hy instalment or total repayment, takes a good deal 
of a man’s time, and in many cases the position is purely honorary. A number are now, however, paid, bat 
I don’t know of one case where a Secretary is in receipt of more than £10 per annum for his services, lo 
the majority of coses, it runs from £3 to &, and in others a bonus or iionorarium is voted at the annual 
meeting.” 

J. Ryan, 17,660 Au ex-Chail'mau of a Credit Society mformed us that in his opinion “ an Honorary 
Secretary could not be firm enough. He has not backbone enough to collect the money. 
People have to know that it is a business of his, and that he has remuneration for it, and 
is not doing it gratis. He would have more power in case he had a salary.” 

^ A. Lyons, 9898 , 533. Thereisnotspacetorefertotheviews onthisparticularpointexpressed byiuembers 

Credit Societies throughout the country. Almost without exception these witness^ 
J. Bohan, 11,612 advocated some form of remuneration, on the ^oimd that it was unreasonable to expect 
f 0 ^ 77 Li 2 ^' ^ Secretary to devote a considerable amount of time and attention to the work of a Society 

B.T. Meuuell, without any monetary compensation. Those Secretaries who have undertaken these often 
on 3681 ^^^ublesome duties from the laudable desire to benefit their neighbours — ^in several cases 
d’. s^ney, 8280 ^6'f''ising the bonus oftered to them — are deserving of the highest praise. 

Ticrm^’ 10194 III kis evidence before the Thrift and Credit Banks Bill Committee of the House of 
12 Lords, Sir Horace Plunkett advocated payment being given to the Secretaries of Credit 

P.C.O’Donoghue, Societies.* The late Dr. Haas, the German co-operative leader, in the course of a 
itt®iriorandum written some years ago furnishing suggestions in regard to co-operative 
credit in Ireland, said : “ I believe that in the long run you will not be able to maintain 
L. A. Bryan, the fine principle, so often dwelt upon in the annual reports of the Irish Agricultural Organisa- 

K a! Johnson Society, of the entirely gratuitous services of the managing committees, and' that you 

17,693, etc. ’ have to provide remuneration at least for the actual conductor of the business (secretary 

and accountant) for his constantly increasing trouble.”f 

. Heatons for remuneration of Secretary being kept at a very moderate figure. 

634. Perhaps the mostimportantfactoi in this question is the danger lest the attaching of 
any comiderable salary to the post of Secretary should lead to competition for the position, 
accompanied by the usual canvassing on the part of the various candidates, with the result 
that an unsuitable person might be entrusted with the duties. Such an appointment 
would in the majority of cpes wreck aU prospect of the successful working of the Society, 
for evp a careful Committee cannot keep the organisation on right lines, if the cHef 
executive omcer, who is naturally most in touch with the work, is incompetent or neglectful- 

Wi^ a view to (hminishing this risk, your Committee strongly recommend that a very 
modera.te sum should be given as a bonus to the Secretary, even when the profits for the 
year might easily adm^ of a larger amount being granted. The importance of gradually 
building up a reserve Fund from the annual profits is another reason for the Secretary’s 
remuneration being kept at a comparatively small figure. Members of Committees have 
expressed to us a preference for a paid Secretary, as such an officer would probably be 
more amenable to the instructions of the Committee than if he held a purely honorary 

go-2* CommiUee oj the House oj Lords on the Thrift and Credit Banks Bill [96-1910], pp- 

D L ^ pp^ 40 41^ Co-operation and Co-operatwe Credit in Germany,’' by Mr. H. de F. Montgomery, 
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. W, l,»ve also liad e-ridence going to show that many members o{ Credit Societies 
f" id niefei ttat sLe payment shonld he made to their Secretary, m order to give a more 
Sness-like appearance to the organisation. 

ma cf remumraiim to Seoretaries of Credit Societies in Germany. 

sss tlthouah owing to differing conditions there can be no close analogy between the 
id to to SelreL^ of G^man Credit Societies and the rates which wonld be 
“‘fX to toelindito instructive to note the practice of German Societies in this matter^ 
ft to mSv of Sodeties the Secretary is remunerated for his work, the amount o 
• In tiie ma ]0 y_ >vr- fhp "Rnard of Supervision on tlie recommendation, ot 

Hs remuneration being be reckoned as a percentage 

“S‘bus°nefsTne^ of the payment!, or of to disbursements or of to gross or net 
mtornatontos piedomtote.andtomodel^ 

profits, nix p r , . anrieties nrovide tkat secretan^ may not be 

ijmons for the gtodmace of their afflhated societoes proviae payment, 

;Smtoant range of salaries paW to r^vSoTwLh ' 

In Pomerania, where limited 

total number, and where these societa^do no aOTicnltural Supply Societies, the 

to any considerable extent, lea^ng this business smaller scale. Other factors 

busmess in Credit Societies. mm diri ,-.nt 

In over half of 376 Pomeranian ®°cietie® the 
exceed £10 (in 33 cases “ to a rtatement of the General 

Secretary’s remuneration did not exceed £15- „aiQi.-o-^r>flid in 1902 to the Secretaries 
Secretary of to Imperial Pederation, »atey paid m 1902 to 

of 2,071 Credit Societies in the Bavarian Umon was “ 11s., ana 
■of 140 Credit Societies of the Schleswig-Holstein Union, £7 lbS-1 

nesoluiion of Austrian Co-operative Congress. 1910. fawurittg payment of Semtanes. 

636. The following resolution rras^ passed at The Congress 

Agiiciiltural Co-operative Societies held m should receive 

18 of opinion that the cashiers and book-keeper ^ compensating of such officers 

a snmln relation to to services toy occasioning tom 

habitually occupied with the business of not be in contradiction 

.some expense, by means of a smn agreed upon tor h y j 

to the principles of the Raifieisen Banks. X — 

^ Report on AgriovitUTal Credit and Co-operation in G&rnumy, p. 94 

t lUd. pp. 94r-5. . , , j„,jiinence International Institute of AgricuJtute , 

X See BiMetin of the Bureau of Economic and Social InteUigence, 

Rome. No. 2, Octobei-Novemhei, 1910, p. 38. 
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Limited Funds for Remuneration of Secretaries of Irish Credit Societies. 

537. During our Inquiry we have found that it is unusual for the Secretary of a Crpi'i- 
Society in Ireland to receive so large a sum as £10 or £12 as a bonus, although this anioo 
is sometimes given ; but grants of from £3 to £6 are fairly frequent. In some cases 
were informed, the Secretary’s remuneration is fized at a percentage (usually 1 or li no 
cent.) of the business done. This basis of calculation we consider on the whole uadeaii 
able ; there is the possible danger of its tempting the secretary to encourage unsoiuui 
lending business with a view to increasing the turn-over, and thus augmenting his own 
remuneration. The fized payments which predominate on the Continent are in our opimon 
much safer. 

From the figures published in the Annual Eeports of the I.A.O.S., showing the expenses 
and net profits for each Society, it is apparent that, save in rare cases where the number 
of loans granted in the year amount to a comparatively large sum, the funds available for 
furnishing any remuneration to the Secretary are exceedingly limited, especially when fiio 
money — largely obtained on overdraft from a Joint Stock Bank or from depositor at 
4 per cent. — ^is lent to borrowers at only 5 per cent. Even a turnover of £1,200 per annum 
would, at these rates, bring in an annual profit of only £12 to’covei all expenses. If, however 
the, rates of interest which your Committee propose were to be adopted, i.e., if 3 ^ 
cent, were adowed on deposits and a charge of 6^ per cent, made to borrowers, the same 
turnover would bring in almost three times the present profit. 


Some suggested rates of remuneration. 


538. In the Section dealing with the principle of hability, we have seen that in the case 
of a Gredit Society with a lending capital of £1,200, made up of £900 in deposits, £275 as 
a Bank overdraft, and £25 in paid up capital, and with an average turnover of £1,200, the 
interest paid by the Society to depositors (at the rate of 3^ per cent.), would be £30, andto 
the Joint Stock Bank (at 4 per cent.) £11, or a total of £41. By lending at per cent, 
this Society would earn a sum of £76, leaving an annual net profit of £34. Of this amoimt 
we would suggest that £10 or £12 he paid to the Secretary. This would be approximately 
business done, although the turnover should not, as aheady stated, be 
the definite basis of calculation. The balance, after defraying other incidental expenses 
for stationery, audit fee, kc., should be carried to reserve. Even if all the funds werenot 
.. ^ profit would still be made. If the Society were on the basis of unlimited 

liabmty, enhance fees at one shiihng per head would take the place pro tanto of the paid-up 
capital in above illustration. 


In Societies with a smaller capital and turnover the remuneration to the Secretary 
would naturally be less.' But a Society with a turnover of £600, and a lending capital of 
approximately the same amount, should be in a position to pay, say, £6 to the Secretary; 
even with a turnover of only £400, the profitshould enable £3or£4 to bepaid. We question 
the wisdom of establishing any Credit Society in a district where there is not a 
requirements of the borrowers amounting to at least 
iortA turnover, as in so many cases at present, is little over £100 or 

£200, ^e payment even of a trifling sum to the Secretary is out of the question. In ninety- 
eight Credit Societies, out of 163 furnishing Returns for the year 1911, the total loans 
T ^ less than £300, and in sixty-nine of these cases to less than 

* ^^®^efore, of the Societies, the turnover did not amount 

to iSOO. In twenty-mue Societies it even fell below £100. Nineteen Societies made a 
OSS on the year s working in 1911, and twenty -four in 1910. In many of these oases 
it IS not so much a question of whether the Secretary should receive any remuneration, 
tmnov^^^ Society should continue its struggle for existence on such a trifling annual 


we tare dealt with the proposal that trading powers should be conferred 
o? wfCL *“ providing increased funds for the payment 

dkadvonni « expenses ; and have given oni reasons for considering that the 

disadvantages of the scheme outweigh any probable benefits. 


Necessity for the Instruction of Secretary in his duties. 

Predh loefe+y “f, emphasised the desirahihty of instructing the Secretary of 

accnnl ts "P ™ methods of keeping the books an 

accounts ol the Society, and in smnlar matters. The fcst six months of the existence of 
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o -.tv ai6 in some lespects tlie most critical, and every eflolt skodd be made to see 
*t f lotk tke Secretaries and Committees start tkeir wort on sormd hues. It is at tins 
that instruction and visits from an Organiser or Inspector would he productive of 
^ onod To start a Society with an inexperienced Secretary, and to allow the institudon 
^remain without inspection and instruction during the initial period, is certoin to lead to 
rte Howth of defective methods of working, and merely comto disaster. The importance 
SSed in Sermany to this subject may be seen from the steps taken by the Impenal 
Tfederation in 1904 to found a Training School for co-operative officials, with six 
courses of instruction in such subjects as the principles of co-operation, book-keepmg. 

Sting, banking and credit. &o. Short courses of instruction are also held on special 
Seote for officials already engaged in co-operative work. 

In the Eeport furnished to the Department in 1810 upon the condition of 103 r«raa. oOe-ols 
CrediTsocietie? holding loans from the Department, the question of the secretaryship of 
these Societies was dealt with as follows 

•• Tk. 3 UCCM. of a bank largely depends on the Secretary. Of 103 henks reported on H Hr Menn.ll 

pt°cSgTfot\h“ TOOveiy overtop 

end oorreetly to HI We. to ^ jt woHd 

a special charge of, say, la. in tne t on ea „t, to date or to post the ledger accounts. 

S^«ng up ao hooks from rough memorauds 1 flds teuds to in- 

accuracy.” 

"Undesirability of r^ention of Cash in hands of Secretary. 

course ; we have space, however, to quote only one. w. r v . 

“ The temptation to the Treasmer “ Sfecretmy to hoU^ 4 ^ “if' 

have one inslauoe -^eie the Department h»d end |g]y to the Department to say that he 

pay up the loan. The Soeietary of that Society v™to icpea^y 

could not get the borrowers to pay up, , 8 -nointed out that the Oommittee did not like 

“ Wae that due to ignorance of the Secrete^ . m ivo , « iotjd not have any 

z?yTwc. 

Treasurer to misappropriate any money. 

There are several good reasons for g* S^'^onTof the Aief advantages 

possible, by means of cheques on the neares Opccetarv tmpoiatily to utilise a portion 

of this system is the removal of the temptation the Societies have provided, 

of the funds in hands for j™sh ^ The pur&ase of a 

01 are in a position to provide, a , L Lms of expense (usually from £16 to 

safe, we may add, constitutes one of the h Secretary to keep considerable 

£80) in the case of Mt is twn residence or in a schoolhouse, 

sums of money in a cupboaord or similarrecep oHTmnpb. of freanent oocuiience. 

Sio., is both imbui^nesslike and an St, save for petty 

IStoSet^iSricm^ 

in S loint St„ck Bank 

'“he CwiMtiriLhed to the f 

in Joint Stock Banks under existing Acts of Barhament are dealt wit 

Report. 

• flepori m AgricuUml Crdit and Co-oforalim i» Oermamj, p. 240. 

^ lUd., p. 95. 
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Occufaiions of Secreta/ries. 

541 . We have found that in a large number of cases the National School teacher of tii 
district acts as Secretary of the local Credit Society, and many of them have proved v ^ ■' 
efficient. In view of the importance of obtaining a competent Secretary, who has ■ 
adequate knowledge of the keeping of accounts, the field of choice is naturally at tiC* 
rather limited. This is not, however, a circumstance peouhar to Ireland. We notice W 
instance, that in Pomerania, 154 out of 372 Secretaries of Credit Societies in the va * 
1910 were teachers ; while in Silesia, 287 out of 722 Secretaries were similarly teacW 
In 1911, 425 of the 2,160 Societies of the Bavarian National Union had teachers astliai ' 
Secretaries. In recent years, however, in Germany the proportion of Secretaries who ais ‘ 
land-holders is stated to be increasing.* 

Evidence has been given us to the effect that in. Ireland farmers have in many cases 
proved themselves to be capable Secretaries. One witness stated : — “ When I find farmers < 
as Secretaries, I think they make the most satisfactory Secretaries, because usually they do % 
the work as they had been directed. They keep the books up -to -date, and keep the entries » 
as they were told, and I find the books correctly kept, and I think myself that the int^ii. > 
pent farmer is the right man to act as Secretary for his fellow-fanners, He is quite inan ■ 
independent position.” Another witness said: “It struck me as remarkable that the 
best banks that I happened to come across' — those that were working best — were those 
that had farmers as Secretaries, and I am quite satisfied that this is the best way, if you can 
get the right man, and I think the right man can be got in most districts.” 

Although some evidence was given to us in favour of young women acting as Secretaries, 
there was considerable difference of opinion on the point. We are inclined to think that! 
on the whole, save in very exceptional oases, the balance of advantage is in favour of a 
male Secretary. 

Society should not he sta/rted unless coyn^etent Secretary he availahle. 

542. The selection of a suitable Secretary for a Society is a matter which rests 
entirely with the members of the local Committee, subject to the approval of the Geaenl 
Meeting. It is impossible to over -emphasise the extreme importance of a competent 
person being selected lor the position. It would be much wiser, in our view, to postpone, 
or even relinquish altogether, the project tor the establishment of a Society than to start 
it with an unsatisfactory Secretary. The aid of a capable and influential Chairman is 
also invaluable. The words of the experienced General Secretary of the Belgian League 
of Peasants on this subject are of much weight. 

Before deciding,^ he says, “ on the creation of such a bank we must be quite certain 
tlmt we are in a position to_ intrust the functions of president and of cashier to persons 
who have those qualities which are quite indispensable — ^that is to say', we must discover 
if there are to be found in the community two people who present all the qualities whicli 
are desirable for the fulfilment of these two important functions. . . The president 

and cashier must enjoy the entire confidence of their fellow -citizens and must have proved 
by their previous performances that they do not live entirely for themselves but are willing 
to coimeemte a certain part of their time to their neighbours. More than this, they must 
have mtemgence, and they must know through and through, in a practical manner, the 
habits and u^ds of the rural classes ; a good elementary education is therefore evidently 
nectary. The cashier must give some security in order to insure tliat he will carry (» 
ms business properly. As far as is possible the president and cashier ought not to live 
too tar apart riom one another. _ What is one to do if one does not find people having 
tlie ngiit qualities to act as president and cashier in a community ? in this case oui' 
advice, pven very emphatically, is to postpone the establishment of a rural bank until a 
later date_ it is better not to have a bank at all than to have one which is badly adminis- 
tered. Uithout any doubt a badly administered savings and loan bank wifi do more 
barm than good. It will furnish its members with opportimities for incurring new debts, 
It vnl[ not m any way fight against usury, and it will tend to discourage weU-administered 
banks, which are giving excellent results. ”f 

Union of Secretaryship and Treasurership. 

n P“.™We that in some districts the positions of Secretary and Treasurer to s 

Credit Society might with adyantage be united in one person, as in the case of most of the 

* Ibid., pp, 95-6. 

t AgncuUural Co-o]}eratwn and Rural Credit in Europe. Senate Document, 214, p. 492. 
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German Societies, where the Secretary is both Book-keeper and Treasurer. Such a course 
would obviate the necessity for the Secretary constantly handing over sums of money, as 
they are received, to the Treasurer for lodgment in the Joint Stock Bank, .as such lodg- 
ments could then be made directly by the Secretary himself. 

On the other hand, the position of Treasurer frequently afiords to a Society the oppor- 
tunity of appointing some influential person in the district, whose practical aid and 
sympathy ^uld be of much assistance to the Committee. The present I.A.O.S. Model 
■Rules provide that “ the Treasurer may also hold the position of Secretary, if the latter T. Gannon, 3608a 
office is an honorary one.” In one or two cases we foimd that this plan had been adopted. 

Questions of detail like this must be left to the decision of the local Committee ; but we 
Slink it well to point out, as worthy of consideration, the possible advantage to be gained 
in some instances by a union of the two offices. 


OONOLUSIONS. 

344. Our views and recommendations in regard to the Secretaryship of Credit 
Societies may be summarised as follows : — 

(a) The success or failure of a Society depends to a very large extent on the competence. Paras. 523, 541-2 
energy, and character of the Secretary. Unless this officer has a reputation for trust- 
worthiness and discretion, the Society will not win the confidence of members and depositors. 

No effort therefore should be spared by Committees in finding a suitable person— a task 
admittedly of considerable difficulty in some districts. It would be preferable 
to abandon the formation of a Credit Society altogether than to proceed with an 
incompetent or unreliable person as Secretary, or one who took little or no real interest in 
the work. 

(b) Some remuneration in the form of a bonus should be paid to the Secretary for Paras. 531-8 
his time and trouble, but this should be very moderate in amount (never exceedmg, say, 

£10 or £12 per annum, save in exceptionally large Societies) so as to prevent competition 
for the position by unsuitable persons. Such remuneration should he regarded as a mark 
of appr£)iation rather than as a salary, and should not be calculated at a fixed percentage 
of the turnover of the Society. 

(c) The Secretary should in all cases be required, as in the German Rules, to fur^h Parse. 525-530 
security for the proper discharge of his duties. This security might be calculated at five 

times Iffie annual remuneration paid. 

(d) As Httle cash as possible should remain at any time in the Secretary’s hands, aU Para 640 
lending transactions being carried on, as far as possible, by means of cheques on the nearest 

Joint Stock Bank. 

(e) A Secretary before entering upon Hs duties skonld receive some instraotion in 539 
the best methods of keeping his accounts and books, and should be assisted by special 
inspection and supervision in the first years of the Society. 
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ij.) ADVANCES FROM STATE FUNDS TO CO-OPERATIVE CREDIT 
SOCIETIES. 


An important subject wbicb has from the earliest years of the co-operative cre(]it 
movement given rise to considerable discussion, and at times to wide cleavages of opinion 
in various countries, is that of the advisability or otherwise of providing rural credit Societies 
with capita] by means of advances, direct or indirect, from State funds. It will conduce 
to clearness in the treatment of a rather complicated problem if we deal with the reasons 
for and against State financial aid separately from the allied but distinct question of how 
See araa. State intervention may be desirable for the pu^ose of seeing that satisfactory provision 

699-651 is made for the audit and supervision of the Societies. 


Discussion on State Aid at Congress of the International Co-operative 
Alliance, 1904. 

545. A most exliaustive discussion upon the whole subject of State aid to co-operation 
took place at the meeting of the Sixth Congress of the International Co-operative Alliance 
held at Buda-Pest in September, 1904.* The various arguments in favour of and against 
subventions from the State to Co-operative Societies, including Co-operative Credit 
Societies, were ably put forward by their respective supporters. Those who advocated 
financial assistance being accepted from the State argued that such initial pecuniary assist- 
ance to Co-operative Societies was often necessary to promote their creation and to 
encourage them in their early yearn ; that want of sufficient capital from other sources 
would often prevent Co-operative Societies coming into being ; that without such aid 
many Societies now flourishing would not have been in existence ; and that State aid 
is practised in many coimtries, such as Germany, France and Austria, where co-operation is 
most successful, being indeed one of the chief factors in that success. The supporters 
of State grants, however, admitted that such aid should not degenerate into permanent 
a^istance, since that would prevent co-operative institutions from acquiring vitahty 
of their own ; tkat it should come to an end when the Societies assisted were able to subsist 
by their own strength ; that it should not injure any other interest entitled to consideration ; 
and that it should respect the self-government of co-operative organisations. 

The opponents of any State financial assistance contended that the formation 
and management of Co-operative Credit Societies should be left to private initiative; 
that the supply of the funds requisite for the business of such Societies should, in the same 
way, be left to private initiative, and that every financial subvention from the State should 
be rejected as weakening the principles of self-government, self-help, and the sense of 
responsibility. 

We regret we ^ve not space to refer, even in outline, to the exhaustive arguments 
used by both sides in the ve^ informing discussion which took place. The debate ended 
previous question being moved and carried, owing to the obviously irreconcilable 
difierences of opunon amoi^st the members of the Congress on the subject. Some valuable 
Memor^da on the question, written by experts of various nationalities, are published 
m the Keport of the Proceedings of this Congress. 


Varying Condjitions in different Countries call for varying treatment. 

, ^ew of the varying results which have been achieved — in some cases 

benencial, and m othew detrimerital— through the agency of State advances to co-operative 
crectit institutions, _ it is in our opinion idle to attempt to lay down any principle of general 
In dealing with the question of the selection of the basis 
Paras. 328-342 o± habihty for Credit Societies, we have pointed out that the differing economic and social 
conditions of various countries render it impracticable to lay down any line of procedure 
01 one conn ry, merely bemuse it has been found to work successfully elsewhere ; and 
this also holds good m regard to the important question of the relations which should exist 
between the State and the Co-operative Credit movement. 

^ factor is introduced into the consideration of the problem by the 

differences m the nature of the channels through which State advances are made. Broadly 
spealnng, it may be said that Government assistance of this nature in Continental countries 

London^*DD 22 T Congrese, published hy the Inhemational Co-operative Alliance, 
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js not afforded, as a rule, to the local Credit Societies directly, but is given indirectly through 
the intermediate agency of larger co-operative bodies, such as Central Banks or Unions. 
In Ireland, however, in the absence of a Central Bank, the advances made by the Congested 
Districts Board and the Department of Agriculture to Credit Societies Imve been made 
directly to these local Societies, usually on the recommendation of the I.A.O.S. We have 
throughout our sittings devoted special attention to the results, as far as could be ascertained , 
of this assistance in the case of the Irish Societies, although it was obviously impossible 
to hear witnesses from more than a limited proportion of the Societies which had thus 
obtained aid from State funds. 


Advances made to Credit Societies by the Conoested Districts 
Board. 

647. We propose to consider fimt the aid thus given by the Congested Districts Board,* 
which has made advances from its funds to Credit Societies in congested areas since the 
year 1898, i.e., two years before the establishment of the Department of Agriculture, 
which shortly after its creation adopted the same pohcy. 

In their Annual Report for the year ended March, 1899, the_ Board stated 
that in March of the previous year they had “ resolved to assist the I.A.O.S. in the ^tablish- 
ment of ‘ Agricultural Banks ’ in the congested districts on the system of the ‘ People’s 
Banks ’ which had become so numerous and so successful on the Continent ” ; that £260 
had been voted to the Society as a contribution in aid of the expenses of organising new 
banks ; and that loans of £60 to fourteen banks, and of £100 each to three others at per 
cent, interest, had been made. It was added that the Board had decided to charge Z 
per cent, in the future. In the following year the Board reported that a further sum of 
£1,000 had been advanced in loans to sixteen Agricultural Banks, making a total of £2,000 
issued to twenty-five Banks, out of £3,000 set apart for the purpose. 

The Board reported in 1904 that they had made a new arrangement with the I.A.O.S. 
under which an Organiser devoted the whole of his time to the establishment and inspection 
of Credit Societies in the congested districts. Seventeen Societies were returned as not 
working or in abeyance, while in ten other cases the Board had obtained no return. In 
February of this year the Board set aside a fund of £6,000 for the purpose of making 
loans to Credit Societies. ^ 


548. The Report for 1909 in referring to the increase of the funds received from Jomt 
Stock Banks and from local depositors, and to the fact that the Reserve Funds now 
amounted to £1,143 for 45 Societies, stated : “ On the other hand, as many as eight of 
them were not, at the date of printing this Report, in a position to furnish a statement 
of their accounts for the year ending 31st December last. Although me accoimts are 
kept and the correspondence of aU these banks is carried on by honorary offices, the 
to observe important rules, framed for the management of the business, is to be regretted. 

The Board in their Annual Report for the year ended 31st June, 1912, stete that 
they “ continue to make a grant of £350 a year to the Irish A^cmltural Organisa- 
tion Society for the organisation and inspection of Agricultural Credit Societies ox Banks 
in the Congested Districts, and loans from the Board to such Societies are still outstanmng. 
The advances were made to assist in providing small amounts of capitel for the starting 
of such Societies. We are not increasing our assistance to such Societies, pending e 
result of an inquiry that is being at present conducted by a Committee nominated y e 
Department of Agriculture and Technical Instruction.” 


Mr. Henry Doran's criticism of Credit Societies in Congested Districts. 

549. Your Committee were furnished by Mr. Henry Doran, member of 
Districts Board, with useful detailed information regarding tbe relations of that ^oara 
with Credit Societies in Congested areas. Mr. Doran expressed his opmion , i _ j 
banks on their present basis cannot be seriously considered as a source on w c 
holders in the Western Districts may be financed to any useful extent. e wo 
fact “ discontinue all such Credit banks as likely to do more barm than goo . 

In their place he would propose to set up Societies, <My constito e 
I.A.O.S. Rules to the satisfaction of the Department and of the Conges^d Distacte Boaid 
A. Society of this sort would obtain from the Joint Stock Bank an overdra a p • > 

as at present, such overdraft, to the amount sanctioned, bemg gua -ee 

* "Vide Table on p- 128, coliinm II- 2 12 
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Stock Bank by tke Department in non-congpte_d areas, and by tke Board in congested ' 
areas on the condition that these State institutions would be liable only for any deficit ' 
which the Joint Stock Bank failed to recover from the members of the Society after all ' 
legal methods of recovery had been exhausted. _ Loans would be issued to members o{ i 
the Society only by means of cheq^ues on the Joint Stock Bank, and the Society -would 
deposit in tbig Bank the Promissory Note signed by the borrower and his two sureties 
The Joint Stock Bank would issue to the borrower a demand for the amount due at thi ! 
assigned date or dates. In default of payment by the borrower, the members of tie 
Credit Society would be hable. Should the members in their turn fail to pay, the Depart- 
ment or the Congested Dis-tricts Board would pay the deficit to the Bank. The Bank 
might receive, in addition to the 4 per cent, on overdraft, a co mmi ssion for the collection • 
of the loans under the scheme, such commission to be paid by the borrower in addition to ' 
the 4 per cent, interest. _ _ _ , 

Mr. Doran went on to suggest that if the Joint Stock Banks declined -bo agree to ’ 
this arrangement, a Central Agricultural Bank should be created, which would, he believed, | 
•finfl ample capital, if it were in a posi-fcion to guaran-tee to all depositors the repayment of % 
their deposits with interest at, say, 3 or per cent., in substitution for the Wncialsid \ 
afforded in the past to Credit Societies by the Department and the Congested Distrkfe t 
Board. These State Departments should give a guarantee for deposits to a specified ■ 
amount in the non-congested and the congested areas respectively. • Any such scheme 
should include arrangements for pro-viding an efBcient organisation and inspection staff. 

Observations on Mr. Doran’s proposals. 

550. Your Committee gathered that Mr. Doran’s main objection to the existing co- 
operative credit system was that it frequently entails the handling of considerable sums of 
money and the carrying on of banking business by inexperienced Secretaries and Com- 
mittees, rmversed in financial matters and of comparatively little education ; that, owing ; 
to the lack of funds, the inspection and supervision hitherto carried out by the LA, 0,8, • 
had not been sufficient ; and that tiie sums usually lent by Credit Societies are too smal 
to have any appreciable effect in developing the resources of the land-holders requiring 
capital. 

It will be seen from other sections of ouc Report that we are in general aOTeemcnf 
with several of Mr. Doran’s criticisms and suggestions. But some of these would, in out 
opinion, be largely met by our proposals in favour of the carrying out of the lending trans- 
actions of Credit Societies, when possible, by cheque only ; the lodging at the earlieS 
moment of all cash in the nearest Joint Stock Bank ; the re-organising and strengthening^ 
the system of audit and inspection, under an Agricultural Credit Section of the Department 
of Agriculture ; and the crea-ting of a Credit Society only when a fairly competent 
Secretary is available, who should receive some small remuneration. 

On the whole, Mr. Doran in his suggestive evidence seems rather to underestimate 
the possibilities^ of well-organised Credit Societies in the field of small rural credit ; but 
we fully share his view that in the larger sphere of long term loans, for such purposes land 
improvement, these Societies are quite insufficient. 

Evidence of Mr. W. J. D. Walker, Congested Districts Board. 

551. Mr. Walker, another member of the Congested Districts Board, who has given 

special attention to the operations of Credit Societies in the congested districts, stated 
^at the Board had made loans^ amounting to £6,920 since the year 1898, to 80 Credit 
Societies. In the case of 23 Societies loans amounting to £l,575 had been repaid or with- 
drawn. In 4_ cases loans had been withdrawn on the advice of the I.A.O.S. ; 3 Societies 

no longer required loans ; in 5 instances the Societies were working unsatisfactorily ; while 
9 Societies had been dissolved. The Board had incurred no monetary loss in respect of 
Socie^es which had ceased to operate. A sum of £5,345 was due in April, 1912, to the 
Board from 57 Societies. 

_ A portion of Mr. Walker’s evidence to which special importance attaches, was 
his expression of the opinion that i —i-i" 


money advanced by the Board there was not t 
as in cases where the Society had a Bank oven 
Committee are not interested to the same extent i 
Districts Board as they would be if- they were 
the 57 Credit Societies holding loans from the Be 
and of these 12 had also no overdraft on 
entirely dependent on State advances for the sup 
holdmg loans from the Board the cash balance wa! 


Dociet-ies wmen were worimig euicij 
le same active local control and secu^ 
[raft or possessed local deposits. The 
1 administering a loan from the Coi^estw 
administering funds of their own.” b 
a,rd in 1911, 18 had no deposits whatever, 
a Joint Stock Bank, and were thus 
riy of capital. In about ha, If the Societies 
in the hands of the Secretary or Treasurer- 
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Mr Walker suggested that if the nearest Bank was too distant from the Society Paia. .540. 

Im immediate lodgments to be made, the cash balance should be placed in the nearest 

p Office to the credit of one or two members of tlie Committee. He also advocated 

flp formation of a Central Bank or Clearing House, mainly with a view to havmg Pars.. 433-e. 

ttp acoounto of the local Societies kept there, and all cheques drawn on such Central ifenk 

(thick might possibly be the I.A.O.S.) Some such plan would avoid the risks arising fcoin Para. 425. 

kf. keenine of books locally by incompetent persons, in his opinion the greatest drawback 

to the existing system. We deal elsewhere with several of these suggestions. 

Report of Royal Commission on Congestion, 1907. 

The Royal Commission on Congestion in Ireland, which reported in _1908,m deali^ 
with Sie question of advances by the Congested Districts Board to Agricultural Credit 

oE each bank aie watched, and as soon as local £un^ aie rais^ from Joint stock 
banks or private indviduals, the Board withdraw pai-fc or fJie whole oE their loan and tiansfer the money 
4 -r. PTifTtbev bank where it is more requii-ed, or where no loan has yet been made by them, itishopedby 
the Board that in time the banks wi2 accumulate vese^e funds which will make 

A-rti.iTia] assistance The advantage that, in the Board’s opinion, would thus be attamed, is one of 
very great importance to the healthy working of these societi^. namely the 
indLendence and self-help, when the members recognise that they possess a proj^ty of then 
Ban^, which it is their interest to preserve and strengthen, instead of feehng that they are borrowing 
from a quasi-charitable fund.”* 


Statistics of Advances from the Congested Districts Board to Credit Societies. 

663 The following figures show the amounts due to the Congestai Districts Board hy 

various Credit Societies on the 31st December of the years indicated 


Year. 

Amount 
outstanding 
on loan 
from 
Board. 

Number 

of 

Credit 

Societies 

concerned. 


£ 


1898 

800 

13 

1899 

1,700 


1900 

2,330 


1901 

2,980 


1902 

3,430 


1903 

4,330 


1904 

6,030 


1906 

6,000 


1906 

5,888 

65 


5,872 


1908 

5,930 

64 

1909 

5,676 


1910 

5,552 


1911 

5.395 


1912 

5,320 


1913 

6,046 



Prolonged retention by Societies of State Loans. 

554. The advances still retained by the ls'co™ed'^tri6 

as those repaid or withdrawn; while 54 _Societies retain this S ’ SomeSocieties 

which have relinquished it or have had it withdrawn for vano • , probably 

it is evident, must be in possession of these loa^ for many y » . , ^ para. . 

in many cases come to regard them in the light of a ^ Tnflnv vears must 

progress towards independence of financial aid from the S ’ ^ -u Societies 

elapse before the Board’s present outstanding loans are all repaid by the bocieties, 

a^umins no fresh advances to be made. n/^•r,«oa+od Di«stricte 

^appears that of the 63 Societies holding ^5,872 feom Co^^t^ 

Board on 31st December, 1907, 23 Societies possessed Societies 

Department of Agriculture, amounting to a total of £l,^4i ; an 

which on 3lst December, 1911, held £5,395 from the Board, 7 held also £282 from tne 
Department. 

* Report oj Royal Commission on. Congeslio-n. [Cd. 4097-1908], para. 93. 
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Paras. 366-370. 


Para. 112, 


Every reasonable allowance must be made for the backward condition of man 
communities in the congested areas. Yet several Credit Societies in these areas, suet 1 
those at Malin in Co. Donegal, and Townacrann in Co. Mayo, have succeeded in attractjim 
a considerable amount of local deposits. But, taken as a whole, the pubhshed 
reveal too great a dependence on sources other than deposits for the capital of the Socwljea 
The Coxmty Donegal Societies are an exception, for they hold about two-thirds of theij 
capital in local deposits. But in County Clare the proportion of deposits to total capita] 
was, in 1911, one -thirteenth; in County Galway, one-fifth ; in County Mayo and in Couab 
Kerry, two-Mths. 

The remarkable official figures which we give elsewhere in regard to the W 
deposits in rural Post Offices — including those in congested areas — ^prove that there is no 
lack of savings even in comparatively poor districts, if only suitable means were devised 
to attract these savings to Credit Societies, thus enabling the advances from the State 
to be repaid, and the thrift side of the movement to be much more strongly developed 


Advances made to Credit Societies by the Department of Agriculture. 


555. Prom the fij^t year of its existence the Department of Agriculture and Tec hnic al 
Instruction, with the concurrence of the Agricultural Board, adopted the policy which 
had, as we have seen, been for several years followed by the Congested Districts Board 
of advancing State funds to Credit Societies. The first loans actually made appear to have 
been in the case of the Kyle and Boyle Societies which were given a loan of £100 each 
in the month of July, 1901. 

The following figures show the amounts outstanding on 31st December of each year 
from 1901 to 1913, together with the number of Societies which were in possession of fie nds 
from the Department* : — 



Amount 

Number 


outstanding 

of 

Year. 

on Loan 

Credit 


from 

Societies 


Department. 

concerned. 


£ 


1901 

1,360 

18 

1902 

4,665 

53 

1903 

7,455 

86 

1904 

8,835 

99 

1906 

9,813 

118 

1906 

9,433 

117 

1907 

12,913 

141 

1908 

12,263 

130 

1909 

10,021 

105 

1910 

8,498 

94 

1911 

7,852 

87 

1912 

7,074 

76 

•1913 

6,523 

71 


Eighty 'per cent, of Societies in receipt of State funds in 1907. 

. It will be obserred that in the year 1907 the Department’s financial aid to ft 
Societies had i^fed its mammum, £12,913 hemg at the end of that year outstanding witi 
141 Societies wMe at ae same tune 63 Societies held further sums amounting to £6,872 frol 
the Congested Districts Board. As 23 Societies held loans at the same time from hot 
1907 III® total number of Societies in receipt of State funds in Decembei 

if tw f, per cent of the Societies recorded as working, and 96 per cent 

of those furnishing Ketnms, held part or all of their capital from the State. 

heer''p'ilorate? *he year 1904-5 the Department stated that a sum of £10,000 hs( 

been allocated for loan capital in connection with Credit Societies. 

t'"”' approred banks, on wlie 

byt^ bmk foftbe di^ ‘‘T.r.t- I”" “r™- adranoM me i under a bond give 

ia paid off Loans ate * continuing security until the loa 

but m “be seiStT bol* .-1 ““ “'I ”>“£ >>« “Ueo in at tb^Spiration of tbat period 

ont as tbe seennty holds good until the pimoipal is fully repaid, it has not been dbemed adyisable to «. 


* See also Table on p. 128, column 10. 
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in loans until they are no longer required, and sufficient deposits for tte working of the hank have been 
subscribed locally, "^en a loan is repaid by a bank the anaount is issued to another approved applicant, 
so that the loan capital is kept in circulation. 

“ For the work of organising agricultural hanks, the Department make use of the services of the bank 
organisers employed by the Irish Agricultural Organisation Society, and the receipt in each case of a 
certificate from th^e officers, endorsed hy the Secretary of the Society, to the efiect that a satisfactory 
committee has been appointed, and that the hank has been properly organised and showB promise of being 
worked with success, is a condition precedent to the granting of a loan.’”*' 


Lbgai- Action necessary in twenty-eight cases por Recovery op Loans prom 
Credit Societies. 

557. From a Return wiiicli we Lave obtained from tbe Department of Agriculture 
it appears that out of tbe total advances of £18,442 made to 170 Credit Societies tbe Depart- 
ment bad been repaid (up to 31st Deer., 1913), the whole of the loans in 98 cases, to the value 
of £9 946. It is very unsatisfactory, however, to learn that in 25 of these cases, i.e., over 
one-quarter of the total number, it was found necessary, after repeated requests for repay- 
ment of the amount due had failed, to take legal action through the Chief Crown Solicitor 
for the recovery of the money. In 36 other cases the Department were forced to exert 
pressure, short of legal action, to obtain repayment of their advances. In 37 out of the 
98 cases the whole loan was repaid voluntarily hy the Societies. 

In 23 other cases, in which the total amount lent was £1,841, the advances 
of the Department had been partially repaid by tbe 31st Deer., 1913. Legal action was 
found necessary in 4 of these instances, and pressure had to be exercised by Department 
in 7 cases, leaving 12 cases in wbich the money was repaid voluntarily without pressure. 
Combining these two sets of figures, it appears that out of a total of 121 Credit Societies 
wbich have repaid the Department’s advances, in whole or in part, legal action was necessary 
in 29 instances, or almost one quarter of the total, while pressure from the Department was 
required in 43 other cases. In 72 cases, therefore, out of 121, pressure had to be apphed, 
leaving 49 Societies which repaid tbe loans voluntarily. 

In the great majority of cases the Department appear not to have asked for the 
repayment of their loans until at least several years after the period of eighte^ months 
for which the advance was originally made had expired. _ This course feequently 
taVPTi , we understand, with a view to avoiding the inconvenience which would be caused 
by the recall of loans from Societies which were making good use of the money. In some 
cases, again, the Department found it necessary to call in the money nom Societies 
in order that the funds might be utihsed for the assistance of fresh Societies which had 
been recommended by the I.A.O.S. for advances. Out of tbe £18,442 lent by the Depart- 
ment, a sum of over £6,500 remained with tbe Societies on 31st December, 1913, although the 
bulk of this amount was lent a considerable number of years ago a proof, we th^,_tha 
the Department have not been in any way strict in insisting upon Credit Societies 
fulfilling their obligations in regard to the date for repayment of loans. 


Causes of failwes to repay, withovi pressure. State Advances. 

558. Youi Committee have thought it weU to become closely acquainted mth the 
circumstances of several of the cases where legal action was found necessary by the ’ 

meat, and to examine witnesses in regard to them. From the information thus ob^me , 
it is evident that, in addition to the carelessness of some Secretaries and Cpinmittees^ m 
making loans to unsuitable persons, and the exceedingly harmful practice of renewmg 
loans to tbe same borrowers year after year, one very general cai^e tor the tailure oi 
Societies in 72 cases to repay, save under pressure, legal or otherwise, the advances made 
by the Department, has been the widespread feeling that tbe lop is m reahty a pemanent 
gift, owing to its being made from tbe State’s assumed limitless resources. In some 
instances, tbe borrowing Societies seem to have considered that they had a right to tne u^ 
of the capital of the loan so long as they paid the interest regularly ; and to have teit 
rather aggrieved that a Government Department should expect to receive its 
again from the borrower ! One suggestive phrase used m this connection was the charge 
made against the Department of “ evicting ” a Society out of its loan ! it is admittedly 
not easv for Credit Societies to obtain capital elsewhere at the low rate of 3 per wnt. cnarg^ 
by the Department, nor to find a creditor who would willingly acquiesce m the extension 
of the time for repayment from eighteen months to five or six years, o 

* y'ijlh Annual Report of Department of Agiionltuie and Technical Instruction, p- 13. 
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longer. Another reason given for the reluctance of so many Societies to refund to the 
State the advances made was their fear that such withdrawal would weaken the confidence 
of depositors, a result which would, we have little doubt, ensue in many cases, especially 
in the weaker Societies. 


Balance of Loans wbitten off as ieebcovbrable in the case op Three Credit 
Societies. 

Rt. Hon. T. w. 559 , jn three cases only have the Department written off as irrecoverable amounta 
A.'^Andeilol' due by Credit Societies. The total sum thus written o€, including interest, was £161 6s. ifi 
I87S-84 ; the Credit Societies being those at Kiliurin, Lettera, and Dysart. 

Department having obtained, after considerable difficulty, the repayment by 
legal process of portion of their advances in these cases, decided not to press the matter 
further against the members of the Societies, who, being liable to the whole extent 
of their property for the debts of their Society, would undoubtedly have suffered severely 
by such action in many instances, owing to their straitened circumstances. 


Unfortunate history of the late Kiliurin Credit Society. 

660. During our sittings at Waterford a member of the Kiliurin Credit Sodely 
informed us that personally he had paid £40 towards the debts of the Society (includins 
a personal bond of £20 to the Joint Stock Bank), an amount which he could very ill afiorl 
H. D. Jeffares, He had joined the Society originally, not because he wished to become a borrower himself 
18458-91 jjj order to assist his neighbours. This Society, we may remark, was a Fisherman’s 

rather than an Agricultural Society, and, in our opinion, should never have been established, 
The general nature of the fishing industry and of its credit requirements do not render 
it a suitable sphere for the operations of a Credit Society specially adapted to the needs 
of agriculturists.* 

After the Society had been in existence for five years, laxity in repayment of loans 
by some of its members became so serious that the I.A.O.S. in 1907 recommended tie 
Department to withdraw its loan of £100. The following is an extract from the I.A.O.S. 
Report upon the Society : — 

“ Notice sbould be given to recall the first £50 within three months. The Balance Sheet shows that 
the members are very lax in their repayments of the loans, and it is advisable to let them know Ihat ii 
punctuality is not insisted upon, it is not the kind of Society the Department wishes to aid with capital. 
They have no local deposits, and personally I see no reason why the loan should be left with this Sodety 
any longer than to enable the Committee to recall the outstanding loans from memhers.” 

Subsequently, at the suggestion of the I.A.O.S., the Department delayed taking 
action owing to a bad fishing season ; but in the following year (1908) the I.A.O.S. again 
recommended the withdrawal of £50 by the Department, seeing that although the following 
&hmg season had been successful, several loans to members were .still outstanding. Accord- 
ingly the Department asked the Society in December, 1908 {i.e., six and a half years from 
the date of issue of the advance) to refund £60. No satisfactory replies being obtainable, 
the Department, after a careful visit of inquiry by one of their Inspectors, wrote in 
March, 1909, recalling the whole loan by instalments of £50, £25, and £25, spread 
without result. Finally, the matter was placed in the hands of 
Crown Solicitor for recovery of the loan of £100, with interest due. One member 
of. the Society from whom over £60 was alleged to be due was reported as not being wortk 
sixty pence . The Department, under legal advice, finally decided, with the friendly 
a^stance of a local firm of SoHcitors, to recover as much as possible through their agency. 
Alter a si^ of £61 3s. 6d. had been with great difficulty thus recovered, much of it in 
decided, in December, 1912, to write off the balance 
i^oooverable. In this case, as in some others which came under our 
notice, sometmng more reprehensible than mere laxity was evidently the main cause of 
the Society’s break-down. 


Committee have thought it necessary to enter into some detail in this cas 
undoubtedly an exceptional one— because it so well illustrates, amongst other thing 
tile extreme danger of admittinff unsnitablft infr. « Some i 


3 oecanse it so well illustrates, amongst ( 

Jh! admitting imsuitable members into a Credit Society, 

ahip membws of tl^ Society suffered severely for the faults 

able members whose pro perty if sold up would have fetched little or nothing. 


scteme? oS? £274 r. to £64,000, advanced to fishermen by the Department under various 

S be rSied on Ir . ^“^^en off, proves that Irish Lhermen as a class are 

industty ^payment of loans made under schemes framed to meet the conditions of the fishing 
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VI tl,e hettei-off members in an unKmited liabiEty Society occasionally inoni m case o£ 

Ev the Society, as also tbe necessity for obtaining security from officers entrusted 
uffie custody of funds, are strikingly exemplified. 

t"i,» cases of tke Societies at Lettera* (where £32 was written ofi) and Dysart 
c ®«o was similarly written ofi) also reyeal unfortunate histones mto which we need 
We are cLvinced, from our knowledge of the facts, that the Department 
not enter. balances of the loans as irrecoverable without reasonable 

ni the e cases *d not eum of £282 was recovered by the 

Cartm“nt “tough legal proceedings, before the balance was written off ; and in the 
ca* of Dysart, £42 was similarly recovered. 

Seed Loans Advanced to Ceedit Societies by Depaetment of Ageicddtdee. 

sao Since the year 1906 the Department of Agriculture have advanced special Seed 
562. Sin y specific purpose of purchasing seeds, manures, 

’^TL«°vtoSirials As a Credit Society could ^legally engage in trading operations 

■ts ffisiributiono The to^ 

of £32 (including interest in ie case fallen due for repayment, so 

■written off as irrecoverable. Som £ofig outstanduie These loans seem to 

that there was at the date mentioned a at the close of the 

have been repaid with extreme In only two cases 

ChySo?Sc”\ chief 

S^partnSle°s™ ZX iave repaid their loans to the Society. 

Benefits conferred by syste^n of seed loans. 

n. s£“T, 

ts .tr™; "XtlKs- sxs 

financial aid expressed “"“*4 at a specified date within a period of 

Such advances for a specific object, and re| y ^ part of the Department 

less than twelve ^ attached to the usiml 

to these conditions, are, therefore do not recommend their dis- 

State loans advanced to Credit Societies^ ^^tjafy the Department 

continuance in cases where a group of far . , j.„p,a.^paient The inconvenience of 

as to their need for such loans and of the conferring of 

the machinery required undoubtedly te _ 4 .;p,,]o-r difficulties of this sort are, for the eepaia. 

lading poweTs upon rn^ —Lw^by the disadvantages of 

ZZmrtodYng'':nrbtXg™X»^ in the one Society. 

Small p-or^lim of Total Loans advancei m Credit ,Wma mimn off as had Doits 
■ 664. Out of the total advances made to 

Department have been repaid (to 31st t* id in a period of thirteen y^rs 

£161 (inelndiug interest), or 1 - 3 per cent, of repaid^^^^^ ^ 

(an average loss of less than £12 per year). ■ ^ jp connection with advances to 

us by Mr. Walker, have as yet sustamed no ^ 

Societies in congested areas. Nor have e Societies although in some cases the 

sufiered loss in relation to them overdrafts elsewhere the views of some of the soepa™. 139 

guarantors have had to be called upon._ ,, 5 whole in spite of failures through 

Banks in regard to these Societies, showil^ t^^fatoiw' cheto. 

mismanagement, the Societies have usually been satisfactory cn ^ 

. , ^ P_.Jit Society, Wt was a Seed Loan of 

* Tke loan in this case was not an ordinary advance 
tke nature described in tke next paragraph. 
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Legal action or other p-essure necesscvry in many cases to obtain repayment of State loans. ‘ 

565. TMs is undoubtedly a very creditable record_ for tbe Societies when the matter ‘ 
ifi looked at solely in respect of the actual losses sustained by creditors. But when the 1 
trouble entailed in obtaining repayment of State loans in numerous cases is taken into ' 
account, the position cannot, unfortunately, be viewed in so favourable a light, 'We | 
regret that of the 121 Societies from which the Department have obtained repayment of I 
all or part of their advances, one-c[uarter of the number should have had to be compelled i 
by legal process to pay their debts, often many years after these had fallen due, and only | 
Paras. 567-8 after repeated representations from the Department had failed to obtain satisfaction. ^ 
In many other cases, as has been shown, pressure short of legal action had to be exerted 
by the Department : so that in 72 out of 121 cases, or in about 60 per cent, of the total | 
number, dif&culty was experienced in recovering the money. In several instances the ^ 
withdrawal of the Department’s advances was recommended by the I.A.O.S., upon the I 
reports of their organisers. _ j 

We have no evidence to show whether any of the sum of £8,623 still due to the Depart- ( 
ment from 71 Credit Societies, or of the £5,045 owing to the Congested Districts Board j 
from 54 Societies can be regarded as unsafe ; there is, however, no reason to think that ■ 
the percentage of loss will be any larger on these debts than on those already repaid. But 
apart from the possibility of actual loss to a creditor is the hardship so often inflicted on 
members of humble position when they are called upon by legal process to make good 
the losses caused by the default of their fellow members, from whom, as in the case of 
the Killurin Society, they may be unable to recover any part of their loss. 

In many cases where the Department found difficulty in obtaining repayment from a 
Society, the Committee of the latter had allowed loans to borrowers to become overdue 
or else had sanctioned continued renewals — ^in both cases seriously damaging the financial 
status of the organisation, and creating an unsafe situation, bound to lead to serious trouble. 
Paraa. 481-4, 574 Of 103 Societies reported upon by the Department’s Inspector, renewals, as we have 
•• .seen, were frequent io 58 cases, or in over half of the total, while in 41 cases loans to 

borrowers were allowed to become overdue. A Society where punctuality in repayment 
is not enforced upon its borrowers is not unlikely to raise difficulties when asked to 
repay its own debt to the State. 


Result op Inspection op 103 Credit Societies by Department’s Inspector. 

566. A good deal of hght is thrown on the question of the effect of State loans upon 
Credit Societies by the results of the above-mentioned inspection made in the year 1910, 
by one of the Department s Ii^pectors, of a number of Credit Societies then holding 
advances from the Department. 

Department in that year arranged for one of their staff, Mr. Mennell, an Associate 
of the Institute of Chartered Accountants, to visit and report upon the 1 10 Credit Societies 
holding loans from the Dejiartment. Mr. Mennell visited 103 of these Societies. Two 
Societies refused to allow him to examine theii‘ books ; one Society had ceased working ; 
and in two ca^ legal action was in course of proceeding. Your Committee have obtained 
copies of the Report based upon the results of this inspection. 


Ticenty-two per cent, of Societies reported Satisfactory ; 35 per cent. Fair ; 43 per cent. 
Unsatisfactory. 

567. The main findings of the Report were as follows 

Number of Societies reported as Satisfactory ... 22 {= 22 per cent, of those visited). 
” ” ” ••• 36 (= 35 per cent. „ „ 

” » Unsatisfactory 45 (= 43 per cent. 

Sport'?—” attached to these descriptions were indicated as foUows in the 


— imittec appeal to do the work well to mert re f managed ; that is to say, that th 

of aflaiis permit, endeavour to mafe the'bSlS'n^’ T** “ and theii Imowledi 

done, miuiites of lucotiugs recorded casli and ’ that the Secretary s work is w«l 

documents carefully filled and retained An ‘ account® kept up to date, and bonds and othe 
if its .affairs are otherwise soundly managed^ nnprogressive bank is not included in this class, cvei 

almost ‘ un.satisfactory.^but^LS'^on th^w that are almost ‘ satisfactory,’ to those, which ar 

This class includes many banks classed ns ‘ f • >’ ^o'^aids satisfactory ’ rather than ‘ imsatisfactory 
ny names classed as fair,’ not so much because of what they do, as because of wha 
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they fail t® d® ’ example, books and documents may be well kept, but the Committee may be apathetic 
»nd^ simply drift along ; or the Committee may adopt a policy of renewing loans, which are regularly 
naid in ; or there may be carelessness as to writing up the hooks, though the rough materials to do so 
may be available. 

^ “ Unsatisfactory . — Means that a bank is distinctly unsatisfactory with respect to its management by 
the Committee, or the Secretary’s duties ; generally banks so classed are unsatisfactory in several 
ways • such as the following ; — ‘ General negligence and apathy of Committee, carelessness and 
negligence on part of Secretary, too frequent renewal of loans, allowing loans to become overdnc to aji 

unreasonable extent. 


” Progressive ” and “ ZJnprogressive ” Societies. 

568. Of the 103 Societies inspected, 73 were reported as “ progressive ” and 30 as 
“unprogressive,” the term “progressive” implying that the Society had “provided 
loan capital by local deposits or bank overdraft,” while “ unprogressive ” implied that the 
Society was “ wholly or almost wholly dependent on loans from the Department or the 
Congested Districts Board fox its capital.” Po.ssibly more suitable terms than “ pro- 
gressive ” and “ unprogressive ” might have been found to denote these particular 
characteristics ; for it is quite possible that a Credit Society may arrange for a Bank 
overdraft, and yet be in many important respects improgressive in its methods of working, 
and vice versa. Of the 19 Credit Societies visited in the County Wexford, 5 were reported 
to be “ satisfactory,” 8 “ fair,” and 6 “ imsatisfactory,” while 15 were said to be “ pro- 
gressive ; ” thus two at least of the “ unsatisfactory ” Societies must at the same time 
have been "progressive.” 

Of the 103 Societies 29 had no account with a Joint Stock Bank. In the case of 5 
Societies the funds liad been misappropriated. 


C.4PSES OF THE UNSATISFACTORY CONDITION OF MANY CREDIT SOCIETIES HOLDING 
LOANS FROM DEPARTMENT. 

569. The chief causes for the unsatisfactory fulfilling of their functions by many 
Credit Societies were said to be as follows (we summarise the terms of the Keport) 


(a) Admission of wmiitable mernh&rs. 

570. The admission of unsuitable members to Credit Societies and Committees was 
frequently the practice. Almost anyone in need of money was too often allowed to join, 
in the behef that it would afterwards be easy to refuse loans to unsatisfactory applicants Paras. 504-7. 
unless they were backed up by good securities. This harmful practice had often given a 
Society a bad reputation from the start. 


(b) Difficulty of finding a competent Secretary. 

571 The difficulty of finding a competent Secretary was often great. In over 
one-fifth of the Societies inspected {i.e., in 23 cases) the Secretary s work was stated 
to be unsatisfactory. Want of acquaintance with book-keeping, and lack of businep .523-514. 
knowledge required for the proper keeping of books and filling of bonds, &c., were frequently 
found. 


(c) Indifference of many Committees to their duties. 

572. Many Committees failed to realise tlie importance of their duties leaving 
the responsibility on the shoulders of the Secretory. _ The Rule proyimng th^ any 
member absenting himself from his duties four times in succession, \nthout sufficient 
excuse, would be held to have vacated his office, was seldom enforced.* Comnuttees were 
often utterly ignorant as to whether their procedure was correct or not, and were mcapable 
of ascertaining their financial position. Not infrequently illiterates were members 0 
Committees. Many Committees were very careless or indiSerent as_ to _ prodding tor 
the safe and orderly keeping of bank books and documents, and as to sarisfying themselves 
that bonds were correctly filled, that loans were applied to the purpose for which granted, 
that bonds were cancelled when loans were paid off, and that moneys receivedwere prompriy 
lodged to the credit of the Society’s bank account. The very essential Rulef reqiming 
two members of the Committee to check and sign at the Comnuttee meetings e s 
ment of accounts to be presented by the Secretary appeared to have been very generally 
neglected by the societies inspected. 


* See Rule VII. (j), Appendix 22 to Minutes of Evidence. 

1 Rule VII. (e). 2 K. 2 
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Para. C40 


Paras. 481-4 


Pai-as. 516-5: 


Pai'a, 589 


S46 depaktmeotal committee on agbiccltueal ckedit in ireianii, 

(d) Occasional reUmtion of ban capital hj Secretary. 

573 In seTeral instances portions, sometimes considerable portions of a 

loan capital bad been retained by Seoretanes or other persons the Committw, 
beirm apparently ignorant of the condition of afiairs. In one case the Secretary laj 
d^eratSv Durloined the funds, while in two other oases he had either misrepresentej 
instate of business, or neglected to make the Committee understand it. The ptaofa 
of paying loans in cash, instead of by cheque had probably tended to render asy fc 
misappropriation of the funds ; but the neglect of the Committee to ^rry out the R* 
as to strirtly examining the statement of accounts presented, or which should be presented, 
by the Secretary, was the principal cause of the practice referred to, 


(e) Disregard of objeel of loans ; renewals of loans. 

674. The Buie* as to loans being granted only " for some profitable or productive 
purpose or one which, in the opinion of the Committee, will eSect a saving or economy 
to the borrower ” was frequently ignored. It seemed to be a very common custom to 
grant a loan for any ostensible reason which complied with this condition, though the Corn- 
Wee might suspect that the loan would probably be applied to other uses. Pethapi 
the most dangerous purpose commonly given as that for which a loan was granted ym 
the holding over of stock a reason which might cover any conceivable object. He 
habitual r^wal of loans by some Societies merely served to increase the permanent debt 
of the borrower. “ It is difficult to convince some Committees that this practice is 
pernicious and demoralising ; it should be vigorously stamped out. 


(f) DiffirCuUy in some cases of obtaining depos-its or Bank overdraft. 

576. In 29 cases out of 103, the Credit Societies relied wholly, or almost so, 
on the loans obtained from the Department or the Congested Districts Board. Over- 
drafts on Joint Stock Banks and deposits were often most difficult, if not impossible, to 
procure when the members were aD very poor. The difficulty as to an overdraft is due 
to the fact that the Joint Stock Bank naturally does not care to lend, when there are not 
a few good substantial men to act as securities. The difficulty in obtaining deposits is 
probably mainly because those who have money to lend have not confidence in the Com- 
mittee or bank membership.” 

The foUowing paragraph is particularly relevant to the question of the efiect 
of loans from State funds to Credit Societies : — 

“ It may be accepted as a general mle that in ordinary districts if a bank fails to provide loan capilfJ 
by means of an overdraft or deposits, it is pretty certain to stagnate, and prove harmful rather tbaa 
otherwise. An overdraft is almost essential if deposits are available, as depositors like to be able to 
■withdraw their money rapidly if it is required ; and to meet such demands promptly an o'verdiatt ii 
necessary. Except in very poor districts, or under exceptional circumstances, the Department’s ka 
sho'uld only be retained by banks which are progressive, that is, which have provided loan capital iy 
means of an overdraft or deposits.” 


(g) Careless custody of hooks and documents. 

576. Not infrequently books and documents were kept in, a slovenly, careless maimer, 
or left where they might be lost or perused by unauthorised persons. Although ic A 
20 few cases_ the Secretaries and Committees have been deliberately careless and lethargic, 
in many instances the unsatisfactory nature of the Society was due to ignorance of the 
Commi't'tee as to their duties, and a general ■tendency on the part of both Committees and 
Secretaries to shirk work and responsibihty. 


N ecessity for instruction of Credit Societies in sound methods. 


577. We quote in fifil the closing paragraph of this carefully drawn-up Repor^ 
Report, _we may add, which has been fully corroborated by much of the evidence received 
at our sittings, which we have not space to quote : 


Societies should be made to understand that they have no right to expect the Government, or 
pnva^ indmduals, to supply them with money on loan or deposit, unless they are prepared to take the 
trouble and responsibility of ensuring that the bank afiairs are administered in a Mund businesslike maMer. 

'J»“erally speabng, their lack of business knowledge would necessitate a greater amo^unt of i^^c- 
taon than they appear to have received, and provision should be made for giving this instruction m 
If then they neglect properly to perform their duties, the sooner the Societv’s operations cease the better, 
and m such circnmstances the Department should withdraw its loan 


Appendix 22 to Minutes cf Evidence, Rule XII. (o). 
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“ There ate a number ol well-managed banks doing a great deal of good, and many more could be 
,?vftntageously established, but there are also a number which are only doing harm by tempting people 
* inorewe their indebtedness without reMonable prospect of improvement thereby. Such results must 
*°metimes be expected, bat it is obvious that the greatest care should be taken when a Society is newly 
^tablished to train it in good and sound methods.” 

Probable percentage of unsatisfactory Societies in Ireland. 

578. It is riglit to point out tliat, in tke course of kis evidence, _Mr. Mennell informed 
tkat' tke 103 Credit Societies reported upon by kim possibly represented the 
■worst Societies in Ireland, seeing that they were largely dependent upon the Department’s 
loans and were, therefore, probably less progressive than those which had capital of their 
,nwn or had repaid the Department’s loans. It would, therefore, in his opinion not be 
^correct to assume that the same proportion (i.e., 43 per cent.) of the total number of societies 
in the country would be unsatisfactory. _ 

We believe, however, from the evidence at our Inquiry, and from the published nguies 
.nf the co-operative credit movement, that, even making allowance for some exceptionaUy 
stronff societies, the percentage of unsatisfactory Societies would be 
'im?as above for the 163 Societies which furnished returns to the I.A.O.S for 1911— not 
to speak of the extremely unsatisfactory position of th.e Societies nominally m existence, 
Mt^king no returns and doing little or no business. 

Detrimental effect of State Loans upon the Deposits of Credit Societies. 

579 From the evidence furnished at our Inquiry we have no doubt but that m many 
<ases the loan of £50 or £100 from the Department_ or the Congested Districts Board to 
fl Credit Society has been of considerable service m attractmg local co^dence to the 
Society. Depositors, for example, have probably m a number of c^es been induced to 
pL theix saW wia a Society mainly, by the fact that a State Department ^ 

lotrastmg funds to the Society, shown Its faith m the aecnrity ofieied. But this beneficial 

state fin,nc.i«1 assistance when considering the problems connected with deposits m Credit 
Societies. 

Analysis of sources of Capital of Societies in years 1907 and 1911. 

680 It M not possible, without more detailed information than we POsses « “ . 

to each GredrSockty, to 'state the exact proportion of such 

the beginning obtained advances from the State Taking the Credit “ In wS 
as a wlole, however, the figures at our disposal* show to VrJS/sSel™^ 

the making of fresh advances by the Departnient of Agricu rnnrispfl as follows ' 

discontinued) the capital of 188 Societies furmshmg returns was comprised as follow . 


Deposits 

From Department of Agriculture 

From Congested Districts Board 
From other sources, including Joint Stock 
Banks ... 

Total 


17,098 in 109 Societies. 
12,913 in 141 Societies. 
5,872 in 63 Societies. 

12,835 

. £48,718 


Thus, of the total capital in this year only .16 per cent, was held in deposits, while 38 per 
cent, consisted of State advances. 

The figures for the year 1911 show that the number of Societies ™ 

to the I.AXI.S. had Mien to 163. The capital of these was composed as follows . 


Deposits 

From Department of .^riculture 

From Congested Districts Board ••• 

From other sources, including Joint btock 


27,290 in 98 Societies. 
7,852 in 87 Societies. 
5,396 in 57 Societies. 

16,017 


Total 


* See Table on’ page 128. 
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Deposits in this year composed 48 per cent, of the total capital, while State advan 
were accountable for 23 per cent. (7 Societies held loans from, both State Department^ 
This increase in the proportion of deposits indicates progre.ss in the right direction- t f 
it is, on the other hand, regrettable that the number of Societies recorded r- - ’ 

deposits should have fallen during the period from 109 to 98.* 


.T. Brett, 679 
Rev. J. Mon- 
14. 357 


M. A. Lyons. 
9892-4 


Withdrawal of State loans has imonvenienced wtvprogressive Societies. 

581. The figures above quoted, viewed as a whole, do not seem to indicate tkt tli 

cessation of advances from the State to Credit Societies in recent years ha.s been the carv 
of any material injury to the movement. The fact that caijital h-oin the Department’ 
funds was no longer available has doubtless had an effect in preventing the formation of 
some Societies which would otherwise have been establislied. In individual cases too 
where Societies had for years depended almost solely on State capital, tlie Department’! 
action has inevitably caused inconvenience, and in some instances iiuiy have been one of 
the chief reasons for a Society becoming defunct. But the Department’.? loans to Societtea 
were, as a rule, originally made on the distinct understanding that they were mereiv 
temporary (usually for a period of eighteen months) and that the Committee, while enjovijil 
the use of the money for this limited period, should make every effort to obtain local dep<Mla 
supplemented when necessary by an overdraft from the Joint Stock Bank. ^ ' 

<S^£I^e loans to Credit Societies with large Local De]josit.s. 

582. The Ballyragget and Malin Societies, each of which hold about £] .200 in deposits, 
are instances of Societies which at first obtained financial assistance from the State but 
after a time relinquished this aid, when they found that sufficient local deposits 
were obtamable as a source of capital. On the other hand, the Mnllaghbawn Society 
though possessing over £2,000 in deposits (the largest amount of any Credit Society k 
Ireland) still retains in addition the two loans of £100 each, advanced by the Department 
m the years 1903 and 1906. Its reserve fund amounts to £133, and it has an authorised 
overdraft at the Joint Stock Bank of £500. As the latter bears interest at the rate of 
5 per cent, wkle the Department’s loan is at 3 per cent., the Society presumably prefers 
to retain the State funds, and to make little use of the potential overdraft, which was 
availed ot to the extent of only £22 on 31st December, 1911, 

The Department would have been well advised to withdraw several yearn ago theii- 
loans from a strong Society such as Mullaghbawn, and to have thu.s induced the Com- 
mittee to make gi-eater use of the overdraft at the Bank. But we are not aware of tlo 
reason for a Joint Stock Bank m the case of one of the most succe.ssful Societies 
charging 5 per cent, on overdraft, instead of 4 per cent., the rate almost 
universally charged to much smaller and weaker Societies. 

DesiraUUy of raising rate of itUmst on State loam not repaid when due. 

inforfS ■’ ao area., 

£50 earh ■ “ tlip Distncfa Board gave £100 to a Society in two moieties of 

tfl m;anW r. r ° »» much local mouey would 

a week after £eo ^ ^own ” he said, “ local money come in witliia 

u a . a Ll be saS if fa^l of o f Districts Board.” Muck 

fief - rLyLfate of intTesf a. adopted hy the Congested Districts Board of charginj 

T. Porter, 4392 1 Jfr Credit Societies for money "‘advanced, but raising this 

endcavotmrd to t Tt ?”’ considerable time without havinj 

Injmg done to Societies by undue dependence upon Stale advances. 
solely or mdidf upofstete “ proportion as Societies have depended 

unsatisfactory, LZg too 

cases been circulated year after year with 

of persons bv means * unfailmg regularity amongst a limited nnmher 

Committee themselves, who under tS”chi amongst the members -of tie 

of the rules with a rather lenient eye NoXf 7lf 

bhe most unsatisfactory Societies of tlik 
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«lass been, directly under our notice at the Inquiry. Invitations to send representatives 
as witnesses were forwarded, on our behalf, both to Societies which appeared from, the 
piiblished Returns to be extremely successful, and to those which seemed to be very unsatis- 
factory. As might have been anticipated, in a considerable number of the latter cases 
the Societies did not see their way to nominate a witness to give evidence. 

During our sittings in West of Ireland we thought it well to have a personal 
interview with the Secretaries of .some Credit Societies at the Societies’ rooms. In one 
■of these cases, where the Society had a State loan of £100 (there being no deposits nor 
Joint Stock Bank overdraft), the Secretary informed us that good use could be made of 
an additional loan. We pointed out that portion of the £100 appeared from the I.A.O.S. 

Report not to have been lent out during the year, and that a balance was recorded as in 
hands at the end of the year. On our asking him where this balance now was, he 
.admitted that it was in hands, not having been lent out. Needless to say, we heard nothing 
further of his sugge.stiou for the advance of additional capital from the State to his Society. 

In pleasing contrast to this case is that of another Society which we visited, a few miles 
•away, all of whose members were poor. This Society similarly depended solely on State 
funds. It met in the National Schoolhouse, the School Teacher being the Secretary, 

.and seemed to be well worked. All the State money was out on loan, and much appreciated, 
we were told, by tbe members. 

In the section dealing with deposits we have seen that several Credit Societies P.h'm, 386, 447-» 
preferred that their capital should consist of a Joint Stock Bank overdraft rather than 
local deposits, not only on account of the low interest in most cases payable on the over- 
draft, but because such interest was payable only on the money while actually in use. It 
is clear that the facility with which capital has been obtainable at low rates of interest 
from State Departments and Joint Stock Banks is attended with considerable risks to the 
best interests of co-operative credit, if it leads not only to au'ignoring of, but actual opposi- 
tioa to, the development of the thrift side of the movement. 

Lessons from State Advances to Co-operative Credit in other Countries. 

585. We have not thought it desirable to confine our inquiries in this important 
branch of the subject of rural credit to Ireland alone, but have been at some pains to 
Ascertain from authoritative sources the extent to which the State in other countries furnishes 
•a portion of the capital of Credit Societies, and the results of such assistance. 

As a general rule such loans or grants are advanced not directly to individual Societies, 

•as in Ireland, but through the medium of inteiwening bodies such as Central Banks or 
Unions. In Ireland the sums lent by the Department or Congested Districts Board have, 
in the absence of a Central Bank, usually been advanced to Societies on the advice of the 
IA.0.S., whose opinion in regard to the position of a Credit Society and the desirability 
•of making to it a loan from State funds seems to have been obtained in most, if not all, 
instances before the loan was made. Such procedure, however, is in both principle and 
practice very different from the making of advances through the agency of a Central Co- 
•operative Bank, itself a banking institution. 

Co-operative Rural Credit in India. 

586. The country of aU others where the general condition of large masses of the 
population would seem to justify the rendering of financial aid on a considerable scale 
by the State to rural Credit Societies is probably India. Both agriculture and industry 
•are largely undeveloped ; poverty is widespread in many districts, in spite of enormous 
secret hoardings ; and the usurer for long held almost undisputed sway in large areas. 

Sir F. A. Nicholson in his Report based upon his investigation into European and 
American rural credit systems drew a clear line of demarcation between State supervision 
State subventions in relation to rural credit. In one passage he writes : — 

“ Since credit is essential to agriculture, it is equally essential that credit should be cheap, but above 
all safe, and it is assumed in this study that it is one of the duties of the State, especially of an agricultural 
State, to take precautions that rural credit shall be both accessible, cheap, safe and" productive, not 
necessarily or even probably by any serious direct provision of credit, but by the provision of laws which 
Bhall^ favour tbe development of such credit. ... 

“ Credit which is the result of philanthropic or State efiort is apt to be either abi^d or abortive ; 
it is abused for it comes in the guise of charity, and is received as a mere surplus of the wealth of others 
wMch they can easily spare, with similar subsequent grants beside ; it comes from a general and indeter- 
minate fund, which is popularly supposed to be inexhaustible. . Above all, such credit does 

not educate ; it does not teach the borrower that all capital comes from sa-ving ; yet •without this lesson 
credit is dangerous ; credit is only safe when it brings with it the lesson that there is no royal road to 

wealth.”* .1 . e 


* ^<iportuj)onthelntrod‘uciionof Land and Agiiculiural Banks itUo the Madras Presidency, 18^5. Vol. 1. 
PP. 33 and 136-7. 
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Tte experienced Committee which reported in 1903 on the establishment of 
Co-operatL Credit Societies in India came to the conclusion that there was no objection 
te pnnciple to the prevision by Cxoveinment of a portion of the capital required for the 
™kmg of Co-opLtive Societies, in the form of advances on the security of tk 
Society -t 

Large gmcih of deposits and. trUing proportion of State financial aid in India. 

687 We observe from the Annual Reports of the Conferences of Registry of Co- 
operative Societies for the various Prordnees of India th.st the mralcred^^^ 

Empire are steadily repaying the advances made by the State m the earlier years of 
movement, and are now relying almost solely on deposits as a source of, capital fe 
instance the Report made by the Registrar of Credit Societies for the Punjab for 191HS 
shows that the rural Societies of the Provmce had m that year a working capital of about 
50 lakhs of Rupees Of this capital 60 per cent, was furnished by the members themselTfa, 
17 per rent, coated of deposits by non-members, 22 per cent, was lent by Central Banks, 
and Onions, and only a little over 1 per cret. was oontnbuted by the Goverment, He 
Registrar for the Provmce in presenting his Report said : The village Societies, therefore,, 

either subscribed or obtained as deposits more than three-quarters of their funds. TEis, 

I consider, shows that they are a very healthy growth.’’! x t ... 

Tn the “ Statement exhibiting the Mwal avd Material Progress and condition of Indm,} 
for the year 1911-12, it was reported that while only 35 rural Credit Societies existed in 
all India in the year 1905, there were 7,562 such Societies in 1912 (an increase of 2,605 in 
a year) vnth a working capital of £l ,21 5,271 . The Report states that one of the satisfactory 
features of the general development of the co-operative inovement m India has been 
that “ only a small proportion of the capital of the Societies has been advanced by tlie 
State.” Of the total working capital (£2,240,000) of all Credit Societies, Central, Rural, 
and Urban, only £62,000 — i.e., one thirty-sixth part — consisted of State funds in_1912.|l 

Although the economic and social conditions of India and Ireland differ in many 
aspects, yet there are many instructive lessons to be learnt from a study of the methods 
which have brought about the unique success of the co-operative credit movement m 
India. The two outstanding features of this movement have been (1) its reliance upon 
local and other deposits rather than upon State capital fox the supply of its fonds— tiis 
policy being largely rendered necessary by the attitude of the Government in regard 
requests for further advances — ^and (2) the remarkable results achieved in a short space 
of time by the small staff of official Registrars, aided by voluntary workers, in the organisa- 
tion and supex^dsion of the Societies. ^ 


Absence of State Grants in Co-operative Credit movement in Canada. 

588. In Canada co-operative credit has recently made rapid strides. There art 
now about 140 Credit Societies in that Dominion. M. Alphonse Desiardins,_ President oi 
“ La Caisse Populaire de Levis,” has been the most prominent promoter of this movem^t 
We observe that in a memorandum prepared by him some years ago for the information 
of a Special Conuuittee of the House of Commons, Ottawa, he deprecated the giv^ of 
direct financial assistance by the State to credit associations. “ I believe,” he said, tnat 
such grant would be a fatal mistake, and would in Canada paralyse the energy necessary 
to the success of co-operative credit. ... It would weaken the sense of self-help 
responsibility on the part of the members of such associations, by providing them witt 
funds which should always come from thrift, not from a paternal Providence—tlie 
Government.”* 


The Prussian State Central Bank, and Co-operative Credit. 

589. The special circumstances which gave rise in Germany to the establishment of 
the famous Prussian Central State Co-operative Bank, the most important central institU' 
Paras. 411-ia tion for aiding co-operative credit, have been already referred to in our Report. Founded 


t Cd. 1747-1903, p. 7. 

j Proceedings of ihe bixlh Conference of Registrars of Co-overative Credit Societies, held at Simla. Octob*rr 
1912, pp. 5, 7. •L-fjr 

§ A similar Statement is prepared annually, pursuant to Statute, by the India Office, from reports receivei 
from India. 

II Vide p. 253 of “Statement” referred to [Cd. 220-1913] 

IT For a further account of the movement in India, see People’s Banks (WolfE), cli. XVII., 19^0 
* Reports of the Special Committee of the House of Commons on an-Act respectiiui Industrial and Go-op&^ 
Societies. (Ottawa, 1907) pp. 149-150. 
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, .gQ 2 ^as granted by tbe Government a foundation capital of £250,000, by means of 
r ds liearing 3 per cent, interest. This capital has been increased on several occasions,. 
^*^d in March, 1912, stood at £3,790,000, including a comparatively small amount contributed 
other Central Banks and Unions. Although under the direct administration and 
‘neivision of the State, the Bank is an independent corporate body. It provides working 
^ oital for, and receives deposits from, Central Banks and Unions of registered co-operative 
^cieties. Loan Banks attached to Land Mortgage Credit Associations, various provincial 
credit institutions, public savings banks, &c. _ _ 

Unlike the method of State aid to co-operative credit adopted in the past in Ireland, 
the Prussian Central Bank does not lend to Societies individually, but, save in exceptional 
cases enters into relation with Societies only through the intermediate agency of Central 
Banks and Unions, of which over fifty have relations with it. The Prussian Bank fixes 
for every Central Bank a maximum limit of credit based upon the financial condition of 
the Central Bank, of the Societies composing it, and of their members. 

The vast extent to which the business of the Prussian Central Bank has grown may 
be gathered from the fact that in 1911 its total turnover amounted to £820,000,000, while 
the^number of members in the Societies doing business with the Bank was almost 
one million. Full particulars in regard to its management, principles of business, rates 
of interest, profits, &c., may be found in various recent publications ;* as also the history 
of the relations, harmonious and otherwise, between the Bank and the various Co-operative 
Federations and Central Banks. A good deal of public attention in co-operative circles 
has been recently directed to the controversy between the Bank and the Raiffeisen Federa- 
tion, leading to a complete rupture, and the withdrawal of the important Raiffeisen Central 
Loan Bank and the Societies of the Raiffeisen organisation from aU business relations with 
the State Bank in 1911. Undoubtedly a large measure of dissatisfaction with some of 
the methods and regulations of the Bank (such as the rate of interest allowed on balances) 
exists in certain co-operative circles in Germany. Upon the merits of these matters your 
Conunittee are not in a position to express any useful opinion. 


Im'portant services rendered hy the State Bank to the co-operative movement in Germany. 

590. Even allowing for any genuine causes of complaint, this State institution has 
iaciontiovertibly done unique service to co-operation. • As pointed out by Mr. Cahill, 

“ No single factor has perhaps more signally contributed to the spread and internal develop- 
ment of agricultural co-operation in Prussia, and, indirectly by its example and influence, 
in the rest of Germany, than the Prussian Bank. It was created at a most opportune 
peiiod— when the profits of agriculture had been greatly reduced and general depression 
was severely felt. It systematised for credit purposes the principle of liability upon which 
the whole co-operative structure of credit was built, and made^ all societies eligible for 
credit upon this basis. Being an efficient institution, with capital and with prestige m 
the money market, it constituted for co-operative societies a channel for credit, and by 
its facilities it accelerated their increase. Through its principle of deahng on special 
terms only with unions of societies, the formation of central provmcial banks was stimulated, 
and their foundation or strengthening exercised a strong influence upon the mcrease and 
developement of local societies. Proper business methods were impressed upon the central 
societies — it is a constant source of difficulty in co-operation that its leaders are apt to 
have much enthusiasm but little expert knowledge or business thoroughness, whfie the 
conditions often do not permit the payment of the wages of ability and through them 
upon, the affiliated societies. . . 

“ The Bank has thus been instrumental in no small measure in securing supplementery 
worHng capital for small and medium farmers on the same terms as for traders. But 
its greatest economic success consists in the fact that it has served to collect and concentrate 
the monetary returns of agriculturists, and to employ them profitebly on their behalf 
while providing for their redistribution at need. _ As a result of Prussian co-operative 
organisation for purposes of agricultural credit, with the Prussian Bank at its head, the 
circulation of money, which tends to pass from the country into the towns a^ to be^ mpug 
back through several profit-seeking intermediaries, is effected to a extent withm the 
district in which the value is created, to the advantage of the industry producing it. 


* See Report on Agrioulluml Credit and Co-operation in Qwrmny, pp. 273-291 ; 

Go-operaiine Credit Systems, International Institute of Agriculture, Rome, 1^3,_pp. , ^ j 

H. W. WolfE, 1910, pp. 189-220 ; Bulletin of the Bmeau of Mcon^ic <md 

Institute of AgricultSe, Rome, October, 1912, pp. 3-22 ; The Central (Senate 

1895 to lOOsTOfacial Memoir, Berlin, 1906 ; Agrieultwal Co-operatxon and Rural Credit in Europe (Sena 
Document, 2U). pp. 415-419. 2 L 
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UQ. 


The Pruss'km Banh ^ohably represetits the safest form of htate aid to co-operatise credit 

591. If extensive State aid be ttoiigb necessary or desirable for the promotioa of» 
operative credit, it seems probable that the Prussian State Central Bank fnmisho;^' 
iUustratioE of the type of agency by which such as.sistanoe can best be adniiimtercd. m*' 
dealing with Central Credit institutions, we have given our reasons for recommeudiiio 
no Central Bank or Central Credit Society should be established in Ireland at the plea, 
stage of the movement — although it is possible that later on such an organisation m,, 
prove a necessity. The admitted success attained by the Prussian State Bank does* 
in OUT view, furnish any argument for the giving of direct financial aid by the Staki, 
Ireland to Credit Societies. There is a wide difference in principle between the adminita 
tion of State assistance through the agency of an elaborately organised and fiiifflciafc 
strong State Bank, founded at an advanced stage of the movement, and the grantiasbi 
the State of loans direct to local Credit Societies. * ’ 


t 

I 


State Aid to Co-operative Credit in France. P 

592. TAe lavish financial aid fui-nished through State cluuuiels is a marked feature I 
of co-operative credit in France and renders this movement in nuiny respects unique a P 
its methods and organisation. A concise description of the sy.stem adopted will be found h 
in the Memorandum upon " Agricultural Credit in France kindly supplied to us by 
M. Picard, Secretary of the Bank of France. The State has placed at the disposal of tbe '• 
Regional (or District) Banks (about 100 in number, and coi-j.'esponding to some ! 
to Central Banks in other countries) large sums of money which the Bank of France is 
under an obligation to pay to the State as a condition of the renewal of its privileges • 
A law of 1897 laid down that the Bank must advance to the State, without ■’ 
interest, to the end of the year 1920 a loan of £1,600,000, together with an annual payment '' 
oi not less than £80,000, based upon the business done by the Baiik. The actual ^ount 
paid yearly to the State varies from £120,000 to over £200,000. Between 1897 and 1911 t- 
the total aimual payments amounted to almost £2,500,000. Out of these funds, the '-J 
State makes advances, without interest, to the Regional Banks to the ameumt of foiu times ' 
their paid-up capital, for a period of five year,s subject to rene\vals— a .system which 
Dufourmantelle righdy describes as “ subsidising a still youthful agricultural credit with 
gratuitous official capital.” A total of over £5,000,000 has already been obtained from 
the Bank of France, of which only £1.600,000 is finally repayable to the Bank. 


Defects of the French system of State Advances. 

593. In spite of the large amount of success attained, the trifling losses, and' the small 
^enses of management, this system which, unlike that of (lermanv, .seems to be built 
from the top downwards has, we believe, many seriou,s defects. One of the greatest 
of ^ese is the inevitable injury done to the thrift side of the movement by the facihty 
mth wmch State funds_ are obtainable. “ Many Regional banks, tni.stiiig too much to 
Stete aid, are not sufficiently careful to make the quinqueimial repayments of the hm 
advanced by the State, and neglect to form resources of their own, other than the sums 
earned automatically to the reserve, by making efforts to attract deposits. The remark 
a so applies to some of the local banks. In view of this, closer ( I ovemment supervision 
is recommended, and_ meanwhile the Ministry of Agricidture ha.s reorganised and 
strei^hened the ser^ce of inspection.”f M. Henri Sagnier states that “a very large 
number ot Regional Banks, which recognise that the State advances are temporary, and 
us e refund^, nevertheless act as if these loans were to be indefinitely renewed, and 
sufficiently with the inevitable repayment.”! In the ten years 
® almost £2,000,000 lent to the Regional 

Banks had been repaid to the State. . > . 

SsfmS? on. this subject written .so recently as February Iast,§ I. 

oSned S- P complaint, and emphasizes the vital necessity of deposit being 
He loans to be dispensed mdi- 

^ese 11 49 had any deposits, and of 

attitiide towards Q+ the entire amount. We have seen that a precisely sinulai 

IreW 3 been adopted by a number of CVedit Societi^fe in 

SSl’areil^b’ Regional Lnks, the greater portion of die 

geposits are held by a limited number of Societies. 

OuHine of ^ Agricoh en France 

in France aid m 

§ Article en “ Le 0,m Agricd, el lee Dlfis,- in the Jo«„ud d’AgricuUure Pratigue, Fetal?. 
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594 The French system also often leads to local Societies lending to their borl•o^Yel's 
too low rates of interest, thus retarding the accumulation of Reserve Funds, and leading 
t times to losses on the working of Societies. Nor is the value of money brought home 
^ fficientlv to the individ^ial borrower if apparently inexhaustible State funds are thus 
^^ilable at low rates. The Ministry of Agriculture seems to have taken action from time 
to time with a view to impressmg upon the Regional and local Banks the need for forming 
Reserve Funds, and lending at proper rates of interest.* In the Durand Banks, which are 
on strict Raiffeisen lines and do not seek aid from State funds, the business is conducted 
almost entirely upon local deposits. t, p , -n 

Another defect upon which some French writers have dwelt is that, while the Credit 
Societies are increasing in nmnber under the system of State-aid above described, the 
credit provided is not reaching to the extent anticipated the small people for whom it was 

chiefly intended. , , n • 

We have considered other forms of State aid to rural credit to be found in operation 
iu Continental countries, but have not space to refer to them. The systems represented 
by the Prussian State Central Bank and by the organisation adopted in France may be 
token as the most instructive illustrations of two strongly contrasted methods of administer- 
ing State assistance. 


Desirability of a gradual withdrawal of State Loans from Credit Societies. 

595. On the whole, in spite of the small losses actually incurred by the State 
in connection with advances to the co-operative credit movement in Ireland, your Committee 
cannot regard the system of these advances as ha\dng worked satisfactorily. These loans 
have had in many cases an undoubtedly injurious effect upon the thrift side of the move- 
ment • they have also entailed a considerable amount of legal action and other pressure 
to enforce upon Societies the fulfilment of their obligations— in most instances long after ^ 
the period for the repayment of the State advances had expired. After careful considera- 
tion of the many aspects of this problem, we have arrived at the conchision that, in spite 
of the benefits conferred in individual cases by the making of these State loans, the 
disadvantages of this course greatly outweigh the advantages. - 

We recommend therefore that the advances now outstanding should be recaUed 
by the Department of Agriculture and the Congested Districts Board, by a system of 
gradual repayments spread over a convenient term, say 18 months or 2 years, so as to give 
ample opportunity to the Credit Societies concerned to adapt their arrangements accordingly. 
We belief that a portion of the funds now lent by the State could with more real advantage 
to the progress of the rural credit movement be expended in greatly strengthemng the 
provision for the audit and inspection of the scattered Societies. Our experience dmmg 
the Inquiry fully corroborates the views of those writers who urge that facikties for obtaining 
State binds as a source of capital for Credit Societies often tend to weaken the true spmt 
of self-help, and lead to an undesirable dependence upon State aid, which is foreign to 
co-operative ideals. ... ^ 'j. 

We may point out that the total capital of the Societies m the year 1913 was about 
£62,000, of which approximately £6,500 belonged to the Department ot .Agncidture, and 
£6,000 to the Congested Districts Board. Even if these sums were at once ^^irely with^- 
drawn— a course not suggested by us—there would still remain a capital of about £50,500, 
including Bank overdrafts, i.e., the Societies’ present funds would be diimmshed by less 
than one-fiftb. 


State Loans might he allowed to remain with Societies in very i 
696. In view of the undoubted benefits conferred in exceptional cases in poorer districts 
hy the utilisation of State loans — cases in which the withdrawal of this aud might pio e 
a real hardship to the members who had continuously made good use m money-— we 

consider that both the Department of Agriculture and the Congest^ Distocts Board, in 
the exercise of their discretion, might allow such loans to remain with Sociefaes o ® 
referred to, on receiving clear proof annually that (1) beneficial use was being made 
funds and (2) that there was no reasonable prospect of the Swiety obtai^ capital by 
means of local deposits or a Joint Stock Bank overdraft. Such cases would, howev er be 
very exceptional ; we include this proviso in our recommendation merely to avoid tlie 


^ * See report of discussion at a meeting of Commission 
B&nla. held on 31st March, 1914, at ■which a 
Rule ordering all Eogional- Banka to regulate • 
d’AffricuIiure Pratique, 2nd April, 1914, p. 427.) 


their^soount rate by that of the Bank of France. (Journal 
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I'isk of causing possible liardskip by too stringent an applic-ation of the principle of fK 
withdrawal of State advances. 

If a Credit Society be run on satisfactory luies, althougli it be small and in a 
distiict, there should not be much difficulty in arraziging— if necessary, through the pronn ] 
Agricultural Credit Section of the Depai-tmcnt of Agriculture with its Advisory Commits 
for a Bank overdraft of suitable amount. Sucli an arrangement would in our viewV 
decidedly preferable to allowing State funds to remain \vith the Society, and would 
the advantage that interest would be paid by the Society to the Bank only on the amo ! 
actually out on loan from time to time with borrower, s. ^ 

Any State Advances allowed to remain should he at a rate not less than per cent 

597. In order to encourage the reception of deposits at the proposed rate of 3 Itk>, 
cent, and also the negotiation of Joint Stock Bank overdrafts, we recommend ty 
any State advances allowed to remain with a Credit Society by either the Department f 
Agriculture or the Congested Districts Board should not he at a lower rate than Si d 
cent. The full reasons for this proposal will be found in the Section of our Renort nlJl 
with the deposits of Societies. • 


CONCLUSIONS. 


f ai'BS. 645-6. 


Paras. 567-6i 


598. Oiu- conclusions and recommendations in regard to the making o£ advances iiw 
State funds for tire assistance of co-operative credit may be -summarised as foiiows ■— 
(a) Extreme difierences of opinion as to tire desirability of co-operative credit orsank 
tons accepting any fmancial aid from the State have existed from the beginning of tin 
movement. The varying conditions of diSerent conntrias have led to considerable dryeriitv 
Paras. 647-650. of methods in administering such aid. ^ 

. Cl Iretod a comparatively large amount in State loans has been advanced dire* 
to Credit Societies, gie Department of Agricultnre having lent over £18,600 for the numose 
and the Congested Distacts Board, £7,000. In the year 1907 almost £19,000 of the fundi 
consisted of State money, as compared with £17,000 in deposits in 
P.,.S.5!4,67<|J!4. 1911 thcsc figui'es wcre £13,000 and £27,000 respectively, a very desirable chmge.' 

have come to look upon the State loans as permanent 
Sevmited^W deposits has frequentiy been retarded, or altogether 

prevented by the possession of State funds at the low rate of 3 or 3-'- per cent. 

and nrLlnre fad that legal action in the cose of 20 Societies out of 121, 

SJnafa W 7 “ *<> obtain repayment of State loam, 

usnallj long after they had fallen due. In only three cases, however in thiiteen ycau 

? *“ “ Credit Societies been written oil as irrecoverable, 

Depailment rf hiricidr. IWO of 103 Societies holding loans from the 

" satisfactory ” 3 s nor none 0^ these Societies were r^arded as 

that these ^irps wnnio " unsatisfactory.” We believe 

stiefcras !TLr ^ ^ approximately the character of the existing 

"pSi'r?- = 

by a wellorgSenLwstoC accomplished 

case of tbe Prussian p State financial aid to co-operative credit (as in the 

system which tends fas wnnW =?**"^*! ™ drawbacks attached to anj 

upon State funds too easily oKf largely the case in France) to an undue dependence 

wLtakg X^Wt capital, and leads to a cogent 

from* tie DopartaS if* uow outstanding with Credit Societies in Ireland 

ally withdrawn. The local* Commito Congested Districts Board should be gradn- 

possible local deposits in lieu of the^Sfst should be urged to secure as fat M 

overdrafts where such do not now e^t' withdrawn, and to arrange for Bank 

or other sfaifa cause” thereT’im'^rae"'^^ poverty or remoteness of the distnct 
or a bank overdraft arranged buH ?®™“^\pnospect of local deposits being obtained 
money, the State loan migft he *fae beneficial use is made of tie 

to renewal annually. Sufh loans shmiW h° ^ Society, but should be subject 

7 on mans should bear mterest at the rate of at least 3i per cent. 


Paras. 696-7. 
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{k) THE INSPECTION AND AUDIT OE CEEDIT SOCIETIES. 


H there has been one aspect oj the oo-opeiatiTe credit movement which more- 
, „ has impressed itself upon the attention of your Committee, it is the para- 

cunt importance of an effective and regular system of inspection and audit of the Societies. 
S thout aris all efforts to establish the movement on a sound and lasting basis are, we 
h Sieve foredoomed to failure. The greater the original expectations created by the- 
f mati'on of numbers of rural Societies, the greater will be the disappointment due to 
Ilieir inevitable collapse if they are not subjected periodically to the supervision and 
Wetion— stringent but sympathetic— of some outside and independent authority. 
‘■It is very much better that if a fault be assumed, there should be excessive empary than 
flat there should he too little. For checking and control are as the breath of life to 
co-operative banking.”* 


IMPOETANCE ATTACHED TO luSPEOTIOH AND AUDIT IN THE GeEMAN Oo-OPEBATIVE 
Movement. 

599 As mielit be inferred from the remarkable success of the rural credit movemeat 
in Germany the co-operative leaders of that country have from the very begixmng attached 

highest value to a regular and thorough-going system of inspection and audit of the 
work of the local Societies. The Congress of the Imperial Federation at btrassburg m 
1908 passed the folloAving resolution : . -j , 

“ Auditing constitutes the indispensable basis not only for the internal growth of the individual 
weietv but also for the development and progi'ess of all rural co-opeiation. ^ * ** *• + 

“ In ^iew of the immense impoitance of audit all Unions should devote the peatest attention to. 
its further organisation and shotid not neglect any means that appear calculated to bring about its- 
ineieased efficiency. ’'f 

Audit at the Office of a Credit Society. 

600 One group of Co-operative Unions relies ahimst entirely upon a full examination 

at thVoffices of the local Society of its books and accounts and the * 

aeaiis. The auditors examine on the spot every item of payment and withtowal the 
balance sheet and accounts are looked into minutely ; and e yen the solvency of the persons, 
who act as sureties for borrowers is investigated. The view of ae State m Germany 
in regard to the nature of audit is seen from the preamble to the Co-operative Moieties 
Act *1889 (as amended in 1896), which lays down that : The periodical antht is to he 

bv no means limited to a mere accountancy audit of the balance sheets and the books o 
tbe snrietv The investigation of the auditor must be essentiail} 

feted to the' practical 'side of the conduct of the business and toe prmoiples applied 
tberi^, a^well a^s to the working of the organs of administration and to the other depart- 

r4“il“Sr“n^^^^ 

“ tbc aiditoi has solely to ascertain wheth^ the committee of a”d 

of supervision observe the provisions of the law an o , . e ^ business of the 
cxercL the prudence of ordinary business men m then conduct of the business of toe 
society; with the conduct of the business itself he has no concern. 

Audit at Central Ogees of Unions. 

601. But most of the Unions which carry out f thdr 

Societies provide, in addition, facilities for audi a 

Congress in 1899 resolved that “ it appears ii®c®ssaiy i n - ■ ^ to introduce 

mentofthesocieties,andinordertosuppleme^» 

periodical minute audits of accounts, ^ .f 

provincial Unions to establish departmeiits for the au , Societies a large proportion. 

Although this central audit is not co mpulsory on the affihated Societies, a larg p p 

* Co-typeralive Banking. H. W. 'Wolfi, p. 221. _ _ ocici 

^ Report on Agricultural Credit and Co-operation vn Germany, p. 259. 

\lbid, p. 252. ^Ihid, p. 264, 2 M 
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of th.e Societies are glad to make use of the assistance thus furnished in leaving their affA' 
subjected to this detailed accomitaucy scrutiny. In some Unions 70. 80. and even 90i^ 
cent, of the Societies voluntarily send up their books for ciudit. F 

Scheme oj Audit framed hij the. Itai£eisen. Federation. 

602. The EaifEeisen Federation, on the other hand, which advocates a minute and 
•detailed audit at the offices of the local Societies, and does not coufim*. itself to a “legal" 
audit, has not introduced the system of audit at headquarters. Otlier Unions, in addition 
to the twelve Unions of the Raiffeisen Federation, take the same view, on the ground 
that audit at headquarters, with only -written materiul available, is much more rnffienh 
than an audit carried out locally ; that the help which local officials would gain education 
•ally from conferences with the auditors on various points in (umncction with the coadact 
of the Society’s business is, to a large extent, lost in the case of a central audit ; th&t 
the auditing body itself gains useful knowledge of local conditions by an audit ou % 
spot ; while the Societies in turn, by coming into personal touch with the auditors, ate 
more likely to benefit by the assistance and ad-vdee of the latter*. 

The scheme of audit framed by the Raiffeisen Federation in 1 908 is reproduced, as 
an Appendix to Mr. Cahill’s Report, and furnishes a useful illustration of the extreme caie 
taken to specify minutely the duties of Auditors and of Unions in .safeguarding % 
•conduct of the Co-operative Societies.* 

An official circular was issued in 1897 by the Prussian Mini.ster for Home Afiaiis 
laying do-wn certain regulations as to the matters to be looked into by auditors of regiatered 
•Co-operative Societies-t 


Boards of Supervision in German Credit Societies. 


603. In addition to the above-mentioned carefully planned scheme of audit and 
inspection carried out by central bodies, a German Credit Society has the added safeguard 
afforded within the borders of the Society itself by the Board of Supervision, an important 
part of the local organisation. Ihis Board is responsible for the supervision and conbol 
of the Committee of Management of the Society. Its functions are thus described in 
the German Co-operative Societies Act (Section 38) 

The Boai'd of Supervision must supervise the Committee of Management in its conduct of busin® 
m branches of adrmmstratioii, and to this end must keep it-self informed of the position of the afiain 
ot toe society. It may at suy time requh’e a report from the Committee upon the state of businea, 
and may itself, or through members deputed by it, examine the books and papers of the Soeietv, as neil 
as verify toe cash m the till and the stock of seemities, bills, and goods. It must examine the yedy 
atatoment. the balance sheet, and the proposals for division of profits and losses, and, before thecasek 
of the balance sheet, report to the General Meeting upon these points. 

1 ? Genmal Meeting when such action is required in the interests of the Sociefr, 

Further dutaes of the Board sball be fixed by the articles ot association. The members of the Board 
may not delegate the exercise of their functions ” 


& ma^ential axe tie fmctions entrusted to this Board that it is empowered in Hi 
oxercise of its OTO discretoon piovisionaUy to suspend members of tbe Committee, pesdirs 
rilfTT f ^ fte interim, take tie necesmy 

•f-Ta ^ ^ ^pomry carrymg on of the Society’s business. Tbe members must exercise 

T® 1 '’“suieta men, and those rrho neglect their duties are liable sereiallj 

duties trothlr praoM. “ 


Xhities of Boards of Supervision. 

Article* of the Boards of Supervision are fully set forth in the Mod( 
vouchl I'ederato.§ The examination by the Board of the hoofc 

once a vear withon-i tour times a year at fijced dates, and at leas 

a lenort from fhp Board may, moreover, at any time demam 

creffit OTants to a concerning the affairs of the Society; an' 

In levard to the ins-npp-H Coi5cmittee or to the Secretary require the Board’s assenf 
vei^ Board, the^Model Articles provid 

arPlaid uuon ^ to bedealt with. Similardutie 

MSatiomy Supervision by the Model Articles of the Impe® 




, Appendices, pp. 193-5. 

Ap,Sof™rbovc°S™rt ^pp “ 189S (trapdation of). Section 38, 40, «nl« 

S«d.M0O. 'Kp^iio-m. 
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FrequeHt afathy of Boards of Supervision in Germany, 
r the Boards of Supervision in German Credit Societies should 

valmhle safeguard, yet in practice it would seem that some difficulty e»sto 
prove a i r 8 appointed duties. “ That the Board of Supeinsion 

ia persuatog then ^y lightly is apparent from the repeated comments of auditors 

,s liable fo ^ ■ p, (.jj^ Unions to urging greater activity on their part. Membeis 

nlrd are found to be too ready to leave things to the Committee, and to accept 
of the enquiry. Their apathy is due to many causes, among which 

its advice disinclination to examine too closely the work done 

perhaps t''® , .n-hom they are in neighbourly relations, and tne fact that many have 

WnL toowledfe,^^^^^^^ a pfoportion of the members of the Boards are often 
to office as Siding local prestige to the Society. A certam general superysion is, 
elected to office as le 8 responsibility attaching to the membm to make 

however, in most cases assraea y p ^ prudence 

good all pij^ substantial members of a Society, such as large 

IrSiL !aS™»: olergymen. officials, &o.. naturally form, as a rule, the personnel 
of these Boards of Supervision. 

Emienoe of Mr. H. W. Wolff in favour of Boards of Swpeavision. 

606. The importance of the functions of these Boards was laid stress upon by Mr. ,251- 
Henry MfoM ih evidence before us. He said; . . . . ' 

" In ah syiteins they Kslect a Colette ; brt ^ to the Managing 

ponds to the Do“d of Management o£ a 101^ Committee fiom among its own 

bitectoi. Fotmeily the Ooimcil of the So»'e^ ‘ ^ ^ B .js „jnBt be entiiely ffishnotc- 

Srnrmem^^ K C^^^^fbe Committee and Wee ner„. The Com- 

daily, and say, ‘ So-^d-so is a good ^ mSs wliat tlie Committee ias done and pick holes 

a Council of Supeivision to eveiytiaee monWs . 

in their action, it is a dific«ntthmg altogether.^ of Snpervisiou.’ For that Conned of 

do what you ask. We shall he caUed ^ ^Of course, in every new country 

Supervision, in its turn, they have got spoken of. and more particularly in the 

we have the difficulty to contend with of see any danger, people become san^inc, 

Lly days when everything seems nrosperous, oljeofion in England They 

andW'myshould wehayeaCoWl have gone wrong, however, the cause 

SLvSsi!? b”rptrd^:trstuc«:f^rCoh^^^^ detects m w„rv. 

Mr. Mfolffi-S objection to tbe 

Society being left an optional matter is feenly alive by tbe existence 

writings; “The Committee bas its sense of respo is an 

of the Council, which is specially “PP™* ^ n-e f,ank. Those who put it into their 
absolutely indispensable feature in every oo- p aware of it, go miles andmiles 

rules that there may be a Council, though ® In every kind of 

away from the true Raifieisen and cbpck^he Committee, overbaul all its work 

co-operative bank there must be a Comcil ^ ^ 

and prevent its dealing out your mouey “.“®? ' ^ outside, will replace such work. 

amoimt of auditing, no amount of ™P®”“™ P^j ^ i,y the Council, which represents local 

Both the other ohecks are useful. But ™P®®““ L to the supreme tribunal, that is, 

knowledge and interested responsibihty. “.P ^^tain not if the Committee has 

the Genfral Meeting of “^,ts Jerotf"^ 

exceeded its discretion or not, but ii it outweiebs both, in value, t 

due regard to the safety of members, immeasurably outweighs 

Provision in I.A.O.S. Rules for Council of Control. 

607. The I.A.O.S. Rules make provision ^®°j““p™v^foion. Vnder these Rules 

a body presumably modebed upon the German Boaj^ o p^ ^ discretion 

the appointment of such a Council is en ir 7 P notice by witnesses of a 

of the General Meeting. No in Ireland, though we understand 

Council being in active, operation , „„-nnii^ed Obviously one mam reason 

that in some instances such Council has been appomted. u 


*S£port on cl^emkv^Ba}iUng, p, 40. 

^Co-operalwe Banka in Agnculture, p. 11. 

isee Kule VIII., Appendix 22 to Mnmtes of Evidence. 
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ior tlie absence from Ixisb Societies of this Council is the lack in Juany localifi 
suitable men to constitute the membership both of a Committee of Management and^ 
Council. ^ 

We notice that the I.A.O.S., in their 1908 Report, referred to the aupcf; 
appointing Councils of Control : — oJ 

“ The consideration of possible sources of loss and of other defects in the worldne of Rn^' 
emphasises the importance of each Society having its affairs periodically examined and reviewg?*^^ 
vision for this is made under the Rules by the appointment of a Council of Conti-ol, but in 
no such Council does, in point of fact, exist. Some Societies at their General Meetings nominate thc*T a ^ 
to fulfil this function for them, and, of oourae, the Organisei-s and Auditor appointed by the T 4 n ' 
render indispensable service in this way. There seems, however, no reason why a Council filled hi 
people taking a constant interest in co-operative work should not supplement this help, and urm> ^ 
Societies the importance of canying on their business in the most business-like spirit.” ” 


Improhdbility of Councils of Control being operative in Irish Credit Societies 


608. There is uo doubt but that a local Supervising Council, if it properly carria; 
out its functions, would prove of very considerable assistance in keeping the afiaiis of^ 
Credit Society straight. We feel certain, however, that the value of the Council wtmM 
in Ireland be much diminished by personal considerations similar to those which ha 
caused the inactivity of so many Boards of Supervision in the German Societies, especial!' 
.the unwillingness to enquire too closely into the work done by their neighbonn 
and friends on the Committee. On the whole, while fully recognising the potential adm 
tages of an active Supervisii^ Council or Board in each Society, we are forced to the con' 
elusion that in the case of the great majority of Credit Societies formed, or likely to k 
formed, in Ireland, the formation of such a body is a counsel of perfection, and"^ thatit 
would, even if created, be largely inoperative. Nor is there, as we have said, material 
in many rural districts for two strong and independent bodies, composed of different 
individuals, available within the membership of one Society. 

We recommend accordingly that the revised Rules should omit the provieion 
for the appomtment of a Council of Control in a Credit Society. If there be no hkelihood 
of the supposed safeguard proving anything but illusory in actual practice, more harm 
than good is, in oui opimon. done by its nominal existence, which would merely tend to 
weaken to some extent the sense of responsibility in the members of the Committee of 


Existing Audit Arrangements for Credit Societies in Ireland 


609. The subject of audit is dealt with in the foUowing Rule issued by the I.A.O.S. 


The Co^ttee of Mauagement shall, once at least in every year, submit the accounts toaetl.«r 
St eithe?fo P ,hl- necessary vouchers up to the 3Lst December then l4, foi 

Kreve^^ at the Annual General Meeting each year, and shaU lay 

showing the receipts and expenditure, funds and effeois of the 
thSen last ordinary meeting, and ol 

shall examine everv balance sheet n books and ivccounte of the Society, and 

the Society and^all vorifv th Annual Return of the receipts and expenditure, funds and effects of 
si4 trSm?as fol7 bv thereto, and shall either 

SiSy SSrt to rLehn^l?tl^ ^ accordance with law, or shall 

incorrect, unvonched, or not in acJor^njf^thrwTt"^ tliesaiac is laid, in what respects they findit 


DniesirMity oj Audit being entrmtd to two local persons appointed ly the Somty. 
as wflive ’J'® 

Seotioii 26 of that 4 ft Vt regulating the constitution of Credit Sociehei. 

Si bfone shall be carried out annually 

rppoLted ™ the rul« of H S'' Act, or by “ t™ or more peieots 

Se wodd in at arent ” An audit of this last-meLned 

less ; but the option given by the Act absolutely worth- 

^ ° y neAct need not be embodied in the Rules ofaSociey 


Societies is in accordance with the ^ regard to the sufficiency of one Committee in Irish Ccedit 

Prussian Central StateToJ^Lfe ““ ‘™* “8“ '>1' Heffigenstadt. President of ft; 

by the LA.O.S, stated that In his onhiiW' ah b “renting upon the Rules for Credit Societies listed 
who should conduct the biisinfias Jtiev - * ^ommttoe to superintend, and one Treasurer or Sec«^ 


who should conduct the business^ w^^h k ^ superintend, and on^ . 

on AgricuUural Co-operation and Co-overative ought to be amply sufficient.” (See Notes 

D. L., pS2). • . Credit jn(?emiam/, by Mr. H.deF. Montgomery, 

+See Riilo YVTT a '' ^ 


tSee Eul. XVII,. Appendix 22 to Minnies of Evidence. 
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.48 pointed out to us by tlie Registrar of Friendly Societies for Ireland, the above section 
of the Act, permitting this audit, was intended to be applicable to ordinary Friendly 
Societies, such audit being rather in the nature of a valuation for the purpose of seeing 
that assets were able to pay the scale of sick benefits allowed than an audit of the affairs 
of a banking Society . He said : “ That is a bad system. The ordinary Friendly Societv 
appoints two auditors who are very often humble men who know nothing about auditing.” 

Having regard to Mr. Miley’s experience in connection wth Credit Societies in Ireland, 
considerable weight must be attached to his opinion on such matters as the audit and 
inspection of these bodies. He said : — 

“ I have known it happen in connection with companies that tilings are taken for granted ; and cash in .1216. 
hands of the treasurer is taken for granted very often instead of being counted. It is a simple thing to count 
the cash. The great vice of auditing is takingthings for granted. My idea of auditing is that nothing should 
he taken for granted, and that the auditor should audit the accounts as if he were ignorant of everything— 
that he ^ould not understand B until A has been explained to him. 1 would urge that there should he a 
lecommendation about stringent rules to the method of auditing, and that the methods of auditii^ 
applicable to big firms which, 1 think, are wrong because they take too much for granted, should 
not apply to there Societies. There should be nothing taken for granted, and everything should be 
examined as if it were wrong.” 

In view of the plea sometimes used that it is unreasonable and indeed impossible to 
Apply strict business and commeroial methods in the case of rural Credit Societies we 
learned with interest that, in the opinion of the Registrar of Friendly Societies, the auditing 
of Credit Societies should be carried out in even a stricter manner in some respects than 10744. 
the auditing of business firms. 

Similar objections to the present option were expressed by Rev. J. G. Digges, m.a., 

-of Farnaught Credit Society, wbo said “ I do not tbink that it is at all satisfactory 
that it should be open to such societies to have their auditing done, by any two of their 
members. It is not always possible to find two, or even one, in the membership sufficiently 
practised at accounts and auditing to safeguard the members and depositors.” 

Under the Act the appointment of auditors rests entirely with the Societies them- ^ Swain, 4«2S. 
.selves who, as a rule, select the Pubhc Auditor recommended by the I.A.O.S. ; one reason 
being that the scale of charges is very low, the I.A.O.S. undertaking the work at a loss. 

In some cases, however, the Societies have, in the exercise of their discretion, appointed 
two of their own members to act. In his evidence on this point Mr. T. Porter said : — 

“ You will see that under the rules the auditor may be one of the Public Auditors, or an audit may be 
performed by any two people nominated by the Credit Society. That is a most dangerous thing, and -iSSS-S. 
it should not be allowed. I have known a society to appoint two most incompetent people to audit 
the accounts ; and I believe that such banks should not have the power to have an audit carried out 
except by a Public Auditor. 

Q. Whether it is the law or the rule, you think it is bad ? A. Yes. It is moat dangerous, and 
we have had experience of it in connection with banks to which the Department granted money. It 
is a most dangerous rule, and one that ought not to exist.” 

Granting of right to appoint auditors rests with the State in Germany. 
fill. No such possibility of the blind leading the blind in this essential matter of audit 
Js permitted in the German Co-operative Societies Act, which lays down that the audit 
■of the Societies must be conducted by “ an expert auditor who is not a member of the 
^ciely.” Nor is the choice of the auditor left to the individual local Society ; he must 
DO appointed by the Union to which the Society is affiliated. Even this safeguard is 
not considered sufficient, for the State reserves to itself the giving of the power to the 
Co-operative Unions to appoint auditors. The Act provides that “the granting of 
the right to appoint auditors rests with the central authority of the Federal State, except 
when the area of the Union extends over several Federal States, when it rests with the 
Federal Council. Alterations in the Articles of the Union must be transmitted to the 
lespective authorities mentioned in the preceding sentence.” 

The right of appointing auditors can be withdraivn from the Union by the 
-government if the Union is guilty of a breach of the law endangering the public 
welfare, pursues objects not expressed in or within the meaning of its articles, or is 
Hot competent to fulfil its audit duties. The State authority is also entitled to send 
H representative to the Annual General Meeting of the Audit Union.* Where Societies 
not affihated to a Union, the court within whose jurisdiction the Society lies appoints 
He auditor. “ The Committee of Management of the Society must ask for the appoint- 
>nent to be made. A nomination takes place after the higher authority has given its 
■opinion regarding the person proposed. If the authority concurs with the proposal 


*RepoTl on AgricuUwal Credit and Go-operation in Germany, p. 230. 
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made by the Society such persou is to be appointed ns auditor. The Imperial Chaaoelkr 
is also 'authorised to issue general regulations, for the diauiiig up of the aadil®' 

addition to this well -organised scheme of auiht by Ihiioiis. under' the authoiisatia 
of the State, are the provisions for local inspection by the Boards of Supemsion »ho a, 
placed over the Committee of Management in the Societies. 


Contrast hetu'em the efectkmess of mdit arrangements in the Geman ani 1ml I 
Co-op&rative movement. | 

612 When one compares the well-considered machinery in Germany for emmiii. | 
the efiective audit of German Credit Societies- namely , a Board of Supervision ia «i 
Society • expert auditors appointed by the Union, under the authorisation of the Federal i 
State • and the appointment of an auditor by the local courts where a Society belong I 
to no Union— with the I.A.O.S. Rule allowing a Society, comprised mostly of small farmeB, P- 
many of them entirely unacquainted with book-keeping or accounts, to appoint, if % t 
so desire, two of their own members, or two of their neighbours, as a.uditors of the Society p 
financiaUiansactionB,tie contrast is, to say the least.a striking one. Nor can the important | 
lesson thus taught be explained away or minimised by allusions to the characteristics of ^ 
the German people, with their leaning towards bureauci’acy and official intervention. 


One of the fruits of this safeguarding of the affairs of German Co-operative Societies 
by regular and effective supervision and audit, under the final authority of the State, is “ 
seen in the wonderful success and stability of the movement, and the remarkably small !:•; 
proportion of failures which have taken place. In 16 years only 19 rural Credit ^ciefo 
failed in Germany out of a total of over 15,000 such Societies. Recent disastrous failuiK 
in Hesse, due largelyto carelessness in management and supervision, and to umvise iavat- \ 
ment of funds, are referred to by us elsewhere. 


Co'operation in Saxony reviced by leyialative isafeyuanh. 

613. The following extract from a communication from the delegate of the United 
States, International Institute of Agriculture, Rome, to the Chairman of the Anenm 
Commission for the Investigation of Agricultural Co-operation in Europef illustrate 
See para. 3i(i the importance of Government supervision of Chedit Societies from the past history oi 
the.se Societies in Saxony. “ The need for national government safeguard is cleaily 
indicated in the statement made to the American Commission at the Dresden hearag 
(June 22, 1913), which, in speaking of co-operative credit societies before national laif 
was enacted for their safeguarding, says ‘ All these societies did a good business . • 
until a crash came in 1873 and swept away the Vomchu.s8 Verein with it—many wk 
rendered bankrupt, others forced to go into liquidation. ... In this way the furtiier 
life of such societies practically ceased in Saxony for the next 20 year.s or so ; but in 18S 
came the great German Imperial law, which is to be thanked for the splendid revival of 
co-Qpera,tive societies in Germany.’ Hiis law provides for the rigorous Goveiument 
supervision of all co-operative credit societies.” 


Paras. 586-7 


The Audit of Credit Societies in India. 


614. In India, where the rural credit movement has made such rapid progress in recont; 
years,_audit arrangements axe also carefully safeguarded by the State. The Co-operative 
Societie.s Act, 1912, provides fox annual audit of Societies by the Registrar or by somepeisM 
authorized by him in writing. Here the intervention of the State, it will be seen, in 
to the audit is more direct than in Germany ; for the Registrars, who are officials appom^ 
by the local Governments, are empowered to caiTy out the audit themselves, or to appou' 
deputies to act as auditors. The provisions of the Act in this respect follow the strong 
recommendations of the influential Committee which reported in 1903. J 

Yo^^ Committee need hardly say they do not infer that, because Government r^^' 
sibihty for the audit of co-operative Credit Societies has been found so beneficial m by*' 
It should therefore he adopted in Imland. There is a vast difference between an inJJ" 
ryot and an Irish farmer. But we caimot ignore the fact that in several countries w 
rural credit has proved most successful and lasting, the State, directly or indirectly, 


Bepoil*? Oenmn Co-ope>-atm SocieUes Act, Sections 53. 57, 61, 6-1, in Appendices to 

t pi 4 .f Document. No. 123, Wasliiiigton, 63rd Congress, 1st Session. _ ,, 4 ,) 

pp ^ Coinmitee on the EstaUishneni of Co-oj>ei-ative Credit Societies in India., 1903 (Od- 
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sumed a considerable share of responsibility for audit and supervision arrangements, 
and in several instances has undertaken, 'with conspicuous success, the direct organising 
of mrai' Credit Societies. 

Recommended removal from I.A.O.S. Rules of ojyti-on given to appouit other than Public 
Auditors. 

61.5. We recommend strongly that the option given to Societies under the existing 
I A 0 S. Rules of appointing two or more persons to act as auditors should be definitely 
takm away. It is open, we understand, to any Society to pass a revised rule, omitting the 
•existing provision for such audit, and thus leaving audit by a public auditor the only way 
of complying with the Act. The whole question of audit should be satisfactorily dealt 
with in au-y legislation which may be found necessary in regard to rural credit in Ireland.* 
In our opinion the selection of a public auditor slrould not be left to the local Societi^, 
but should lie, as in Germany, within the discretion of a supervising body. 


Arrangements of I.A.O.S. for the Audit of Credit Societies. 

616. Prior to the year 1908 the accounts .of Credit Societies appear to have been 
audited by the I.A.O.S. free of charge, but in that year ‘the Societies were informed that 
a fee of £1 1^. would be charged in the case of a Society whose annual business exceeded 
£1 000, and 10s. Qd. in other oases.f In order to obviate the delay which had occurred 
owing ’to a large number of Societies sending up their books simultaneously for audit, 
Societies were informed that in future a post card would be sent by the I.A..O.S. auditors 
to a Society when they were in a position to examine the books of that particular Society ; 
•the books should on receipt of this notice be forwarded without delay, and the form of 
Annual Return for the Registrar of Friendly Societies should at the same time be sent to 
the I.A.O.S., with certain specified figures. By the adoption of this plan the congestion 
and delay which were wont to take place in previous years seem to have been almost entirely 
removed, though considerable delays are at times apparently still inevitable. 


Bdays caused by sending Societies' books in incomplete state to the office of I.A.O.S. for audit. 

617 The incomplete state in which some of the books are sent up by the local Secretaries 4657, 

necessarily retards the progress of audit. Mr. Swain informed us_ that " there are still a J. ijohan, 

large number of Secretaries who either do not understand or are incompetent to prepare ijgiA 

the necessary information.” Some witnesses complained that their books were kept m s. Morris, 13468. 

Dublin oecasionaUy for six or eight weeks, while others stated that the books were pturned 

to them within a fortnight. Rev. M. McGeown, p.p., representmg the Greenoastle Credit 

Society, stated that the accounts of that Society 

“Were audited by tbe Agricultural Organisation Society up to last year, and they kept our books 
too long, and we changed to a private auditor who has an ofnce m Oma^. v t 

0. “ You Sid tke local au£t more com-enient • .1. Yea. Our booTra were generally kept two or 

three montha by the I.A.O.S, and in the mealtime the Secretary had to keep the aecoilta on paper 
until the books were returned.” 

Cases came under out notice wliere the lending and borrowing transactions of a Society 

were entirely suspended in the absence of tbe books. , . 

The Kegistrar of Friendly Societies informed us that one of the excuses made to to 
ij Secretaries for not forwarding their Annual Eetiirns m time was that the boolm had 
been sent up to the I.A.O.S. for audit. If the instructions of Ihe I.A.O.S. -wrae followed, 
kowever, the form of Annual Return would he sent to the I.A.O S. along with Ae books, 
for completion by the auditor, who told us that in most cases this form was tilled up by p.ira. 509 . 
him, and not by the Secretary of the Society. 

nm,mmmdatmi that Audit sliouU he carried out at Office of the local CredU Society. 

618. On the whole, we have no reason to heliewe that there is unavoiitoe dday 
tie part of the I.A.O.S. in carrying out the audit or m returning the hooks of the Societies. 

Every efiort seems to be made to carry out the audit efiectively, so far as th^ can he done 
by careful examination of the books and accounts .sent up ; hut we cannot consider this 
method as at all providing an adequate safeguard. In our opimon an audit on the spot 
B essential for the proper security of the interests of depositors and members, and of any 
outside creditors of the Societies. 

*We obasive that in s 

iMieties Act of 1893, the ^ . 1 v 

Act has bean Temoved ; only Public Auditors can now be appointed by an 

» the yea. Itll, on the audit of C.dit Sorietie., — d to £66, 

not including the cost of postage, &c. 


Act of 1913 (3 and 4 Geo. V., e. 31 s. 2). amending the IrduslM md 
•owe. of appointing unde, the Mee_tw„ o^ mo.e^^J™ 
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1210. 


A. Swaiu, 4693. 


14624. 


Paras. 886, 409, 
537, 538. 


This view is strongly supported by tlie evidence of the Registrar of Friendly Societiw 
for Ireland and other competent witnesses intimately acquainted -with the working of 
co-operative- credit. Mr. Mihy, in particular, emphasised the paianiount necessity fo 
the cash on hand being actually counted by the auditor, and suggested that there should 
be a county- audit, on somewhat similar lines to that carried out % the Local Government 
Board Au^tors. Amongst the documents forwarded hy the Societies to the LAOS 
with the books for audit is a certificate from the local Treasurer as to the correctness of 
the cash on hands on the 31st December, and the I.A.O.S. have no alternative but to accent 
this certificate. Wlien the amount of cash on hands .seems rather large, particularly if 
the Society has an overdraft with the Joint Stock Bank, reference is made to the subiect 
in the auditor’s report. ^ 

We fully concur with the views of Mr. Memiell, who said : — 

“ I do not think it was over contemplated that a single body would undertake the audit of such 
large niunber of Societies under the Friendly Socielies Act ; but as it is, the I.A.O.S. have undertake 
the audit of a gi-eat number of these Societies ; and tlie result is that they are overwhelmed with work 
from 31st December. The audit of some of these banks does not take place until long alter that I 
know the books have been kept in Dublin, and they cannot deal with them. Erequently the books were 
not written up to date. The auditor had to do a large amount of accountancy work — adding up and 
almost writing up the books in some Vases. He would strike his balance and verify all he could . 

“ I do not thnik that any certificate of any officer of the bank would be of any use at all." I am 
perfectly certain if I filled up a certificate stating so much cash in hands that the Committee would sien 
it, BO I do not think that is any safeguard. The best safeguard would be to compel each Credit Sooietv' 
to have an account with a joint stock bank, and you have the bank’s lodgments and receipts.” ^ 


Main advantages of Audit at office of Society. 

619. The main advantages of an audit on the spot are : — ' 

(a). The cash on hands would be counted by the auditor, a proceeding wlicli 
is eminently desirable. Even in cases where the business of the Society is carried on entirely 
by means of cheques on J oint Stock Bank.s, the counting of the petty cash i.s a useful safe- 
guard. 

_ (6). The delay and inconvenience caused to the operations of a Societ}^ by the despatch 
of its books and accounts to Dublin for audit would be avoided. 

\ Secretary, Treasurer, and any members of the Committee who so desired 
would be present to explain to the auditor any matters on which he required information' 
thus obviatmg coiTespondence. ’ 

The auditor, in his turn, would be in a position to give useful advice to the Society 
points raised ; in this way the audit would be much more educative in its 
eltect than it can possibly be under the present arrangements. 

We iave no kesitation, therefore, in recommending that the audit of a Credit 
bociety s books and accounts should be carried out at the office of the Society. 


Rmminendatwn in favour of cost of Audit in certain cases hei?u/ home, wholly or in 
. fart, by the State. 

020. The mam obstacle to the caiiying out of an audit on the spot has been the expense 
naturally be very much greater, owing to the travelling and 
the c^of rl tiao audit carried out centrally, which entails only 

S tf?ar f With their present rate of annual profit, to contribute 

* T’ towards such expenditure. But if the rates of interest 

DoffffiW-e Lb V ™ deposits and on loans, be adopted, it would be 

aXhisLcLu LL’ ® “i“<5®«te ammS fee for auditing, 
a d to a small remuneration to, their Secretary. 

at their Inmiirv h opmion, from the weight of the evidence famished' 

taken bv the in f .careful study of the responsibility, direct or indirect, 

the *“ ‘I'® “dit Credit Societies, that the 

Tin CTeate tart bv tL *®’l *>® wholly 

those smaller SopipHp^^-nLp should be given only in the case of 

own funds. ' ^ profits do not admit of the cost being defrayed from their 




itself direct audit should be undertaken by the State 

Senrim wLw^^^^ f ewhere. The employment of pubUc auditors, and the 

the Denai-tment of Am-ip^l+ ’ foes in certain cases by the Credit Section of 

Possibly expense andri^p most satisfactory arrangement 

aS ing S for ^ movement grew, by employing separate 

p^SUeTende^ i locahsed ault would 

audittakine placeat thp offip o -f ^ e cairymg out of our proposal in favour of the annual 

resemble the Countv anrJif f ^ district audit would, to some extent, 

resemble tire County audit favoured by the Registrar of Friendly Societies for Ireland. 


Printed image digitised by the University of Southampton Library Digitisation Unit 


THE INSPECTION AND AUDIT OF CEEDIT SOCIETIES. 263 

Thp fact that several Credit Societies have already found it more convenient to make 
, .1 .rranaements with auditing firms to carry out the work, so as to avoid the delays 
° ed hv a central audit in Dublin, is an additional argument m favour of establishing 
a ^-considered scheme of district audit, under central supervision. 

Lefjcd question as to right of Inspection of a Society's Boohs hy Creditors. 

691 An important question has come under our notice as to the interpretation to be 
1 upon the following Kule' (of the I.A.O.S. Eules for Credit Societies) dealing with 
the object of the right of inspection of the Society’s books. 

“ The books and aceomts of the Society shah bo open to the inspection of any membei or poi-son 
hniny an interest in the funds of the Society at the registered office or at any place where the same are 
tS and it shall be the duty of the Secretary to produce them for inspection if oafied upon, but no such 
wmberoi person, unless he be an officer of the Society, or be authorised by a resolution of the Socio^ 
STo S, shall have the tight to^inspeot the loan or deposit account of any other member without the 
written consent oJ such member.” * 

Two Credit Societies which had money on loan from the Department of Agricul- 
tore refused some years ago to allow the Department’s Inspector to examine their books. 
S* action raised the question as to whether the Department although a creditor of th^e 
Societies for the amounts advanced, had “ an interest in the funds of the Society under 
above-quoted Eule, and would therefore be entitled to inspect the books. The legal 
oninion obtained intimated that the question was an important one which ooidd be raised 
Sr by injunction or mandamus, and that it seemed doubtful whether the Depaitinent 
tad an " interest in the funds of the Society ” within the meaning of the Friendly Socult^ 
Ad ■ that there was no case on the point, but a Court would lean to a favourable 

““^e*understand that the matter has not yet been raised in the Courts, but that 
the Department at once recalled their loans in the two cases referred to-in our opmion 
the wisL and indeed the only course open to them under the circumstances. It seems 
desirable that in the interests of all who have advanced, or who may advance, money 
to Credit Societies, including Joint Stock Banks, depositors and State Departments this 
important point as to the right of inspection of the books and accounts by creditors should 
be made quite clear-^if necessary by a decision of the Courts. „ j t.„u 

We see no reason, however, for a revision of the proviso in the above-quo^ Eide 
that the loan or deposit account of a membei is not to be open to the inspection of OAfo'ie 
cieditors without tL written consent of such member, unless by special iffiolution^ 
Society authorising such course. The power of inspection of personal accounts is naturaUy 
aot so important as that of inspecting the Society s books and general accounts. 

Evidence disapproving of State Supenisimi of Credit Societies. 

622. We shall now consider, as briefly as possible, the evidence given at our InflW 
by witnesses representing the Irish co-operative movement and by others, on the relation 
of the State to dhe. audit, inspection, and supervision of Credit Societies. While mm^^ 
witnesses favoured, several witnesses strongly opposed any State intervention m sphere 
of co-operative credit, beyond, perhaps, payment of the expenses of audit. Captain 
Loftus Bryan, nominated by the Wexford, Co-operative Council, sai . 

of propoido; to the cost at which efficient cootol ooeld be exemsed 

fee mental oharactenstics of the people, amount of backbone to resist 


-thtse^SaraSsticTwhic^ wanti^ in Ireland ; a certain amount of b 

a friend, and drop on your enemy when you get him m a tight corner. 

Mr. E. A. Johnson, nominated by the same Coimcil, approved of i™- 

of auditors by the State, but not of State supervision. ' 

Societies for Ireland, expressed bimself as against a 4“®“* ’. , rSoonsible 

its expense, but favoured a State contribution towards the cost of audit hy a responsib 
firm. 

♦See Buie XVI. (c), Appendix 22 to Minutes of Evidence. 
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623. Mr. Anderson, Secretary of the I.A.O.S., in referring to the qupsHat, t 
and inspection, said ^ 

“ 111 regard to this inspection I told veiy strongly to the opinion that it oneht to , 

Organisation Society, not that I have the slightest dislike to the idea of the Societies Ka; 
by anyone else who wants to inspect them, but that the real inspection should be done bv 
Swiety and its officials, who are tbe officials of the movement to which these Societies >,.i 
whom they contribute. The Societies oug^it to feel that they had a right to call unon na to 

a thorough-going understanding of the system would be very necessary coutse 

1 , ™ i” ‘■•ying tli»t if tte iBBpectioii was solely earned on by an ontsid. h.j 

by the <M'gamsation s^ociety, that the societies, committees, and secretaries would vei-v a 
throw a lot of responability on the inspecting body, and that they would he rather slow to 
Its affairs, and leave thmgs to the Inspector, and that we do not want at all If we inar«.nf°j 
would be always urging the committees to greater activity. It would be the duty of om S . ^ 
call the Committee together, to wnte his report there and then, and explain it in dSdl a« 
imght understand. > r- m ucraij, so that they 

Q. “ Would you have any objection to the auditor being outside ? A. Not at all 

V. It would be desirable that the auditor should be absolutely apart ? A Yes ’’ 

Pb T' “ opponent of State assistance , to co-operatinn ■ 

Rev. T. Plielan, p.p , and a few other witnesses, also expressed disappioya/„f fc’ 
inspection or superyision of Credit Societies. ppioval of Stat, 

Emdeme in favour of State supervision and inspection of Credit Societies 

AgrLltnre.”'^fCeT» 

present, they should also visit the agricultural bSkrid tW classes at 

of accounts,” “ b^- ^ gieat means of aecuringregulaiity 

Ireland, possessing a membership of 200 and snocesstul Societies m 

no State loans-stid °f £880 consisting of deposits, with 


mittee roTOto arcoLS.2^S.t”SbS™ S ' 

that you i-ecommend the Govemment to do three thiners I would respectfully sag 

free of chai'ge ; (2) to supply their stationery • /SI to h banks :— (I) to audit their account 

men.” stationery , (3) to have a regular system of inspection by competeu 


the view ®^‘*^**®f‘'man of the Cloonmorris Credit Society, e: 

by officBiAom tbe lAO.s'o “to- X«5sin« Siet'^^ *'“1 of Agiionltm-e. impeotio 

rules or recommendations, and tbe meibers of tbe 0 “ ceeless, as they haye no power to enforce ftei 

know this, and take bttle notice of thei 

ment ! w°oddy “I““% if i‘ oould be made strong enongh witiont the Govern 

02o Rev ,T ■ 

Donegal, a Society possessing’ ov™;§'* 20 n°iti*d^ domshing Credit Society at Malin, Count] 
He said Theifs an a“d1t fet i wld/lf State supervision 

ment Department with regard to all these ™Pe<:tmn from a Govern 

stoe of protection.” This witaesT in rfnm . ‘tere would be s 

of deposits to the amount W'hich couid be lent o,°t b ?? questions, favoured the limitiuf 
Society could obtain more deposits if such wm desL^'^ Society, and said that the Malir 

ment mter4‘nt.b„1‘° Tfc tCpT^ S7roSn'l*«,S^ .?,* 


Printed image digitised by the University of Southampton Library Digitisation Unit 


THE INSPECTION AND AUDIT OF CREDIT SOCIETIES. 


satisfied that they have protection and security 1 


n “Evidently the depositors in Malin — — ./ . 

Hf versons that are satisfied are in a very unsafe position. I am not speaking of our place 

tafm y«“ 


T“Kvidently tilings a» legiikted in Mnlin so ss to give the depositor every seonrity ! A. 
Everything i™gUeted to give the people conddence ; but, perhaps those who are regniating the 


ndght"reguire protectiSn too. anS a share of reaponeihility. 

"* g “ The reason yon ask for eovemmsnt inteivehtion is to give the depositors seomity 
„«<• t.itP. sole reason why I ask it. _ _ 


^ _ A. That 

not'the’soie reason why I ask it. , ^ . . 1 . t, a 

n “ -What is the reason ? A. To give protection both to the Society ^id to the borrowers, and 
t .11 ai-P nvo+ected. and that there is no chance left for neglect or carelessness. 


to nrotect all, and to see that all are protected, and that there is 

I am speaking of the general principle. . ■ ^ • 


“" 0 ^“ Don’t you think the training of the people who are conducting their own busine^ may b^ a 
nf oivinv security than by intei-posing Government mtervention ^ A. Well, now, 1 
S^TwSh to answer toat question ofi-hani That would be giving very small credit to the Government 

n “ Protection yes - but not the conduct of yom- business 1 A. I did not aak for the conduct 
Q. Piotection, y , insnection, half-yeaiiy, or quai-terly, to understand how the thmgs 

m'^Koing oT and to see^ that they would have a share of responsibility, and that they would have the 
i-ieht to esalnine how things were done. . „ , ^ t 

0 “Yon would not give them any right whatever to <hrect- the husmess at all ? A. Iwoud 
rive them the right to partiaTly direct, because gmng them a share of responsihihty would necessarily 

^ iiT+Viat I would give them a directive authority, hut not the whole control. 

"'V- B.t bT treovlmenf, you wo.id give tieu, e superior contooH A. I would give H. By„e, 15908. 
them the right to step in when there was any neglect. They would not step in and thwar we on J. Owens, 13568. 


P. McBride, 14041, 


» Q Q pAwri, merit official Said—' von have to make loans in this way,’ and your Committee Morrison, 

Q. Suppose f Government ^ Opposing the Government official were competent, 14330-53. 


, in OUT direction local Committee would likely J. McMasfer, 

^ “ "W. Stuart, 

, ... . , 16821 . 

Itkas been thought desiiable to insert at some length these extracts from Father Moms , r. w.uh, 
evidence on this , particular question, owing ^^2 He 


Mr. Henry Byrne, j.p., a f 


. Dunlop, 

fee” mdft conditions, and' to the great success of the Urecut fsociecy wnu wmcu uv r«5.s.^^__^ 

10557. 

,P„ a farmer (nominated by the Co. Derry Committee of 
ker, informed us that Gk>vermnent supervision of Credit Societies 
• 1 • ‘ • “ •Uva1,v+a noAAd!< 3 if-v ” if the confidence of the farmers was to be s. Morris. 13525. 

was, m his opimon, an abbolute necessity n tne q+q+a rAs-nnnsibiiitv for the J- Conway, 9476-1 

won. Many other (quotations from the evidence m favour of f Rev. J. O’Malley, 

s^rvision, audit, aid inspection of Credit Soeietres m f “•..u 

permit (see marginal rejermces), but the principal argumen 7 

contained in the extracts given above. 


M. McNelis, 18588. 
\V. V. Coote, V2687 
Etc. 


Sir F. A. Nicholson on the functions oj the Stale in relation to Credit Orgamsaiions. 


626. Sir I. A. Nicholson, in dealing with the provmce of 
credit, emphasises the need for adequate supervision. . • j and in America 

after L elaustiye study of rural credit systems m the countries of Europe and m Amenca. 

In it he writes ■ 


“ The State must assist the development of Jbstaries^'H lender 

matter of tui'al credit are couaidetable ; it must “ stimidate competition with the money-lender 

and bon-ower from meeting on fairly equal terms , it mus , ^-„„g classes ; it must legislate 

by suggesting and favoui-ing the establishment of creffit asso soecial leaning to co-operative asso- 

for the due formation and management of such .,,i j certain privileges, which cannot 

ciations as stimulative of essential national quahties , i efficient suneivmon ; and it may grant 

be safely entrusted to private individuals ; it should provide ^ 

some moderate subventions, either as working or as mere s ®, m-ovidence and property of the 
“ It is a. duty of the Stste in .11 msttom .ffecUng en«b aesh a.n 

poorer classes to take special precautions by ^ 1 he expressly stimulated and encouraged 


not only maintain their stability and independence, but furnish credit, promote 

to take steps to provide through self and mutual help, the i^ Msser faire, is the true 

thrift, develop habits of providence, and safeguard Jt Government from interference, 

method ; true freedom of action depends not upon the a certainty that each man shaU be 

but upon such interfeience as shall secure freedom of^actton and the certamty rna 
able to reap and secure the fruits of his own industry. 


* Report Regarding the Possibility of 
(Madras), 1896, pp. 24, 39. 


I^rodu^^ Lani •»<! Agr^urcl Sanl. i* -fe 

2 N 2 
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Paras. 589-69] , 
599.602. 


Effective Public aid to Co-operative Credit in Germany 


627. Several useful lessons applicable to Ireland may, we believe, be learned fr 
tbe action of the State in Germany in relation to co-operative credit.* We have r 
elsewhere to the aid given by means of State advances (especially through the aee 
the Prussian State Co-operative Bank), and to the State safeguards for the proper ' 
of Credit Societies. But in addition to intervention of this nature, the rural credit i 
ment has received from the various State and Public bodies of Germany a great dea^^f ’ 
valuable assistance in other directions, some of which may here be briefly indicated ° ' 


1889. It usually took tie form of small ^-ants to cover tie expenses of founding societies coutribaf 
towards tie cost of auditing by co-operative Unions and of propaganda, advances of capital to cenh^ 
banks at low rates, occasionally endowments of capital, or grants towards estabiaiment exnensRs^ ■ 
a few cases it took tie form of assisting groups of societies to secure advantageous teims at banks ■ ’ ^ 
tiiougiout Germany public officials, especially tbe agricultural travelling inspectors and district govern^" 
were urged to promote co-operation. Tie knowledge tiat tie extension of agidcultural co-oner^f^ 
was part of tie general policy of tie Government stimulated its officials to take an active interert in it* 
this is more especially true of suci influential officials as district governors wio, in tie exercise oftb ' 
duties are brought into contact with nearly every branch of public activity in tie loeaity and wW 
influence among tie rural population is considerable, while the village school teachers, who ae also 
employees, were also encouraged to give their services. Erom these considerations it will be readily under 
stood that the State has been an important factor in the development of rural co-operation in Germanv 
_ “ The general tendency h^ been apparent in recent years, in Prussia at all events, to reduce finanei»i 
istance to co-operative societies, or to give it with greater reserve, on the gi'ound that the co-owr*t;« 


, * . . o -- — o , ™ gi'ound that the co-onerativr 

movement, having now passed out of ite early difficulties and gi'own strong, is able to draw upon ite own 
resources. But, as mil be obsei'ved in reading this chapter, the efiective assistance rendered to ruril 
co-operaaon by the State in Germany generally is still very substantial. ”+ 


r 


Action op Prussian Chambers of Agriculture in relation to Co-Operative Credh. 

828. Tbe Prussian Chambers of Agriculture render a considerable amount of aid in 
the promotion of co-operative credit. These bodies were established by an Act of 188i 
which defined their functions as “ the care of all matters pertaining to agriculture and 
forestry wimin their districts, and, to this end, the furtherance of all measures calculated 
to better the position of landowners, with especial regard to the more complete co-operative 
organisation of farmers.” ^ 


^ advisory bodies, but are entrusted with the duty of representini; 
agncultural interests in general, and are to initiate measures for the fui-therance of such interestl Their 
t economic progi'ess of th> agiicultural area within their iurisdictioa 

j agricultural education and co-operation ; to take part in the management of the 
nf ^ and markets within their area, and to observe and collect market prices ; the conduct 

1 staUons ; organisation of measures for the improvement of horse, cattle, and poultry 
Rowing ; to main^n exchanges for agricultural labour ; and to adopt all other 
a^deSw^mJisea^^®^ ^ to act as agencies for the distribution of State gi'ants for 

not ad'enua+A^^^°r»*^ Chambers was due to the fact that the existing agricultm'al associations were 


comuTiserl V preOTige._ Such associations as existed were voluntary ; they o 

insiJicient in flmnn-nt 'T^ agncuituie, and their funds were liable to be. unstable and 

parts of the Idno-dom f ^ ° ^ representative organisation in varions 


Membership of Prussian Chamber of Agriculture. 

land -a Agriculture is open only to persons cultivating 

Hvelfliood apart from rtlrer sources of income 
were^revionelv neej agriculture who still reside in the district in which they 

on the Board^or have served at least 10 years 

oa«s who AgnouW Associations or co-operative societies, and 

bfSei^em tS T agrienlture. can also 

6 vS,r? The MentS “ representatives by district ooumils hold oface for 

Ly be elertedt t L oT^ 32 to 124, and Committees 

a certain amount omtent bnsmess. Every agriculturist assessed for land tax of 

Le coroten^ ‘^e Chamber. The rates 

^ _ ordinary revenue officials ; and the consent of the 

and Oo-ojxraiion in Gertmny, pp. 266-291. 

t Ibid., p. 272. 
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r- ’^gj. of Agriculture is requited if the rate levied exceeds ^ per cent, of the land tax 
■^«ment. Grants for special agricultural purposes are also made to the Chambers by 
thrState, £160,000 being thus allotted in the year 1909. 

The Chambers employ a staff of travelling technical e^^erts in cattle-breeding, horse- 
wRinc fruit-growing, poultry-farming, and in co-operation ; they supply stallions and 
ilSto farmers on favourable terms. “ They focus, in fact, the whole organisation of 
^Sulture within their area, and promote the progress— both technical and economic— of 
agricultural interests generally which they officially represent.” * 


Cbse resemblance between County Committees^ of Agriculture in Ireland and Prussian Clmmbers 
of Agriculture. 

630 We have entered into some detail in regard to the constitution and duties of the j. r. Oahili, 
Pmssian Chambers of Agriculture because of their striking resemblance in many respects 18751 et seq. 
taTe County Committees of Agriculture and Technical Instruction which carry outm 
Ireland most of the agricultural schemes of the Department of Agricidture. Both in 
resard to establishment under an Act of Parliament ; the representation of the agricultural 
industrv • the carrying out of agricultural and technical schemes in their respective areas ; 
the obtaining of funds partly from local rates and partly from State grants ; the acting as 
channels for the distribution of State funds, and in various other aspects, the County 
Committees in Ireland are almost exact analogues of the Prussian Chambers. ; One striking 
difierence is that the latter bodies by means of their Itinerant Instructors, and m other 
directions do much to organise and promote agricultural co-operation (mcludmg co-opera- 
tive credit) • while in Ireland, as far as we know, the County Committees have not hitherto 
assisted in this sphere. In a few cases several years ago smaU grants were given to the 
I.A.O.S. by certain County Councils towards organising purposes. Seepara.289 

It is unlikely, we believe, that the Co. Committees of Agricultm-e would see their way 
to undertake responsibility in regard to agricultural co-operation of a productive or di^ribu- 
tive nature, such as co-operative dairying or co-operative purc^se and ^ie. But m 
the sphere of co-operative rural credit— a matter of such vital importence to the 
small agriculturists aU over the country— we believe that many, if not aU, of the Coimty 
CommiLes wonld be willing to render valuable aid if a well-considered scheme were placed 
before them. 

Agricultural Instructors as p7-omoters of Rural Credit Societies in Gennany. 

631. As an illustration of the part played by the State and by agricultural mstructois 
in Gennany in promoting co-operation, we quote the following . 

“ Not only bv financial and other direct assistance, hut also by its adniinistratiye policy, the State 
in Baden has sought to extend and develop co-operation among the classes. Its pmpaga,nda work 
has beS o£ thrn^ost value. The sixteen agricnltnial instructors who are employed m winter at 
agiioStuial Shool? devote the remainder of the year to moving about m 

the farmers and addressing viUage meeting upon smtaWe subjects ; and X f ^Ig^fbv^ 

to promote co-operation among them. 5he first credit ^oiety_ in Baden 

agricultural teacLr ; and the writer met one ex-agiioulW instructor, at that aecKt^ o^ 


aei'icuituiai scnoois, aevow wi. -- — --o - 

tt. aid adtaing village meeting. ^ 

t that time secretary of 

held upon trust, may be deposited temporarily with rural cvep societies hv tiifstete 

representative at the Centtal Government is obtained. This mark of confidence repo^d hj; the btete 


held upon trust, may 

ha‘s had a favourable effect in increasing the confidence of the country people m tiieix viDage banks, t 


Membership of Co. Committees of Agriculture in Ireland fvUy represeniaiive of farming 
interests. 

S32. A question arises as to tie analogy tetween the Prussian Cliambeis rf Agnc^tae 
and the County Committees o£ Agriculture in Ireland in respect ol satisfactraj lepresenta 
tion of the agricultural industiy. The qualifications 5^^„rA^rfitm-e 

Chamhers have been already referred to. At our request. 

have supplied us with a full Return based on information seemed from each of ^e3S ftirnty 

Committees of Agriculture and Technical Instruction in Ireland f 

case the occupations of the members. It appears that in April, , Analysis 

dhp of the 33 Committees was 1,664, an average of 60 for eaoh Comirnttee. 

of the figures shows that farmers and agriculturists comprised almost 60 pei ceut. ot th e 

* Report on Agricultural Credit and Co-opei'ation- in Germany, p. 273. 

Ubid., p. 271. 
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membership (in only 5 per cent, of these cases was the farmer returned as being also 
merchant), clergymen composed 18 per cent., and merchants and shopkeeper's 12 per 
of the total. Amon^t the 5 per cent, recorded as “ gentlemen,” a good proportion ar' 
probably connected with agriculture. 

It is safe to say therefore that between 60 and 70 per cent, of the member of th 
County Committees of Agriculture in Ireland directly represent agricultural interesb 
As non-agricultural technical instruction schemes are also carried out by these bodies it 
would not be reasonable to expect all the members (as in the Prussian Chambers) to'be 
directly connected with agriculture. But the difierence between the two bodies in this 
respect is insignificant ; our analysis proves that in constitution, as in the other aspects 
above-mentioned, they are, for dl practical purposes, analogous organisations. 


J. O’Toole, 
18S44-5, 18362. 


Seeparn. 631. 


Suggested utilisation of Services of Agricultural Instructors in ‘promoting Co-ope‘rative Crdit 


633. During our Inquiry we received proof in all portions of the country of the 
appreciation by the small farmers of the valuable work of the Itinerant Instructors in 
Agriculture who are in close touch with the farmers, meeting them, on their farms or in 

agricultural classes, and are thus fully conversant with their needs, including frequently thw 

credit requirements. The advice of these Instructors is increasingly sought after, especially 
by the younger generation of farmers who are steadily breaking away from the traditional 
conservatism of their class, as they realise the benefits to be gained from up-to-date methods 
in the science and practice of farming. 


In some cases, however, we found that through lack of capital, farmers were unable, 
although willing^, to carry out the advice of the Instructors. A witness nominated by 
the Co. Carlow Committee of Agriculture stated : — ‘'Farmers say to me that they have not 
money to follow the instructions of the Agricultural Instructor. . . The majority of the 

small farmers don’t go near the lectures (they say if they had the money to follow the 
instructions they woidd go), so they keep to the old system all the time. . . I tried 

to get the instructions of the Department’s Instructors carried out, but the people told 
me that it was for want of capital they were unable to take advantage of the lessons.” 

We suggest that some of the most capable of the Instructors in Agriculture should be 
allowed (with the consent of the Coxmty Committees under whose control they are) to 
undertake in fayoucable districts the establishment of Credit Societies organised under 
the pmposed revised Eules. Before this step could be taken, a supply not only of the 
new E^es but also of an explanatory leaflet written in the simplest terms should be 
available fox local distribution. In addition, the Instructor should himself have been 
^de thoroughly acquainted with the principles, constitution and methods of a 
Co-operative Credit Society. 


that these young men have themselves been practical small farmeis 
or sons of farmers, and have in addition shown their capacity to qualify themselves on the 
teclinicai as weU as on the practical side of agriculture, and to impart that information 
to others, we have little doubt but that after some experience they would be in every 
way competent,^ mom ^eii' frequent opportunities of meeting the farmers, and from close 
acquaintance with agricultural conditions in their districts, not only to iudge as to tiie 
need lor and the pr(^pects of success of a Credit Society, but also to organise such Society, 
iius utilization of the services of Agricultural Instructors would he on the lines adopted 
with such success m Germany and other countries. In Baden, for instance, as already 
mentioned, the Agricidtural Instructors establish Credit Societies; one of these ofadais 
personally foimded thirty Societies. 

m services of the Commercial Instructors working under the Department’s Schemes 
m uual districts might also be avaded of, when circumstances permitted. 


Instruction gb^en in Farmers’ Book-Keeping and Accounts in Winter Classes 
and Agricultural Schools. 

at already Itinerant Instructors in Agriculture give instruction, 

currioiiliiin fnr fP ^ Account Keeping, which is part of the specified 

S ’^.truction includes ‘‘ mlihod of keeping a diary cash- 

sheet; tit valuations and stock-taking ; balance 

Siinilnr ednpatmn ’ ®sbi^ates of the cost of various farm operations, &c. 

in he proper methods of keeping farming accounts is also imparted 
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. H.. ,t,idents ill the various agricultural schools and colleges working under the Depart- 
nfto-iculture ' while a farm Account Book. speoiaUy suited for the use of small 
f“uiers, has been issued by the Department, in order to encourage the keeping of regular 

accounts. Instructors in Agriculture are thus assisting the rising 

.deration of agriculturists in obtaining a competent knowledge of farming accounts, 

® Indlnu credit transactions, is in our opinion an additional reason in favoim of the sei vices 
Stl ese Instructors being also utilised in giving information as to the principles and methods 
j SLutaral Credit Societies. Such organising work need not, we beheve mterfeie 
am wav with the fulfilment of their ordinary duties ; convenient opportunities could 
Zoyhe taken to gather together the farmers of a parish for this special pui-pose. 

Advantages of knowledge of AccounU on tli£ part of Farmers, 
fi35. We have referred elsewhere to the fact that one of the handicaps upon the Para. 28 . 
•oricultural industry in dealing with commercial banking institutions is the comparative 
absence of any system of farming accounts which would show, with an approach to 
accuracy, the financial position of the farmer. Any steps taken to encourage the 
of a proper system of accounts by agriculturists arc to be welconied. as tendmg not only 
to facilitate the obtaining of commercial credit by the gi-eatest of all industaes, but als 
to enable farmers to estimate more accurately than they can do at present their geneial 
iianoial position. A further advantage (which is referred to m the Section dealmg with 
tie credit advanced by shopkeepers to farmers) is that small farmers, especially m the 
ptrertstricta, would'^with mor? knowledge of accounta be better able to . 1 ^ 
how they stand in the books of the shops with which they deal. Again, a wider knowledge 
of accounts among the farming classes would do much to remove the present difficuLy p»«..42. 
in finding competent secretaries for Credit Societies. 

During our Inouiry several witnesses referred to tie desirahihty of more attention 
being paid m rural Ireland to the teaching of book-keeping. For instance, Bev. M. Aheme, 4096. 

C.C., Youghal, said : — , , , i 

™?;uuta2X?Ltwmoe"-ihee/ta\Tyself“°Wehaw 

boy who understood anything about book-kecpiD-. . • S amnethinc about hook -keeping 

disteict. and that did an immensity of good. All the young 

in the following year. I think the National Board ought to be a e being able to can'v on 

It is at the foL'dation of successful agriculture. I cannot ^ine any a mer being able cany on 
his business on business lines without knowing something about book-Keepmg. 

Promotion oj Agricultural Book-Jceejnng in SwitzerUmd. 

636. Continental countries have been devoting inoreashig attention m recent y^rs 
to the promotion of Agricultural Book-keeping among the tarnung olasses^ 1“ bmto 
land, for example, a number of the farmers keep their accounts “"J” 

Central Bureau entitled the Swiss Peasants’ Seoretanat, The success 
Swiss researches on the profits of farming is said to be mamly due to : (1 tlm seieca^^^^ 
a system of book-keeping which spares the farmer unnecessary ™ 1 g scheme 

liim to balance his accounts correctly ; (2) uniform instruction 1 mpthods indi* 

must engage themselves by agreement to keep their hooks accordmg „™™;T,a+ion and 

rated; (3) the balancing of the books by a central office ; “d ( ) . .j 

utilisation of the figures in the study of economic and scientific farimng ques 

The system is based on four accounts. Farm. 
and Consumption ; the Household account being distributed at the end of the 7™ ™ 8 
the three other accounts in proportion to the number of persons nf bi«i labour 

shows the farmer’s gross returns and expenses, the net mcome, 
the interest his capital has produced, his household expenses an c p ^ 
changes in his capM. The courses in book-keeping are anmo’.moed in ^ Sg part 
and other papers ; travelling and other expenses axe refunded to nuTincr the first 

in a three days’ course ; while diplomas and prizes are also , books draws 

year each farmer is visited hy an employee of the Secretariat, who c nuestions likely 

up on a uniform plan a brif description of the farm, and discusses all auestions Ukeiy 
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to present difficulties. The expense of these researches amounts on an average to ab 
£4 per anmun per farm. The closing of the accounts is not entrusted to the farmers th 
selves, but to the central office, the task being much more complicated than in ordin^' 
commercial book-keeping, owing chiefly to difficulties concerning valuatioi^ and 
intimate connection between production and consumption in farming. The results f 
the simple closing of accounts are alone communicated to the farmer, showing the 
returns and the income of the farm ; but the central office also examines separately tli 
various items of the gross revenue and expenses.* ^ ® 

Farm Book-heejnng in Stveden. 


637. In Sweden also, for the last ten years, farmers who wish to compete for State ^ 
prizes have had to submit certain information in regard to their farms, which necessitates ^ 
their adopting a well-regulated system of book-keeping. The law of 1910 which established 
taxation on capital and on income has also to a large extent rendered agricultmal book- i 
keeping cornpulsory, seeing that the farmer must in certain cases be prepared to confirm |- 
his declaration of income by means of properly kept books. During the last few years I 
Bureaus of Agricultmal Book-keeping have been established in several provinces by various - 
associations. The sum of £900 is, in accordance with a resolution, of Parliament, granted ' 
annually by the State to the Bureaus to which the farmers have entrusted the closing o( 
their accounts, the Association concerned paying an equal sum. A large number of courses 
of book-keeping have also been organised throughout the country for the benefit of farmers 
while simple agricultural book-keeping is frequently part of the programme in the schools.t 
Similar steps to which we have not space to refer are being taken in other countries 
a proof of the growing importance attached to the subject. ’ 


Desirability oj enlisting inUrest of County Committees of Agriculture in Co-opei'otive 
Credit. 

638. In cases_ where it may not be found possible to avail of the services of the Itinerant 
instructor m Agriculture to organise Credit Societies, an alternative method might prove 
advantogeous. The whole time of a special Instructor might be utilised for the purpose 
ot establishing Societies, reporting upon the prospects of the successful starting of Societies 
m various ffistncts, and paying periodical visits of inspection to those Societies already 
created. The remuneration of such Inspector or Organiser might possibly be shared bv 
tile to. Committees of Agncultiu-e in whose districts his duties lay. the Department oi 
Agriculture also contributing. ' 

possible, of the Co. Committees of Agriculture in the 
responsibility for oigamsing rural credit would do much, in our opinion, to arouse deeper 
interest in the impoitence of the movement, and to bring about its sound development, 
ike defects due so often to over-dependence on the State— defects the seriousness of which 
we u y reahse would be thus largely obviated. We have recommended elsewhere 
the gradual withdrawal of State loans from Credit Societies, mainly because of the evidence 
wfficb we received that such loans, whUe of much benefit in exceptional cases, had on the 
whole proved detrimental to progress on sound lines, and had discouraged the thrift side 
ot tke movement. Similarly, in order to arouse as much as possible of the sense of local 
responsibihty and personal interest in the organisation and carrying on of the Credit 
nf ^ I’oi^ly recommend that those local bodies — composed, as we have seen, mainly 

vtirmn ^ ®^®^®ssfully co-operatcd with the Department of Agriculture in 

Jl3\nwT“- 1?®* oJ tie agrioiiltae of tte country in recent years, 

a wetm 1° '’5' assisting in tte establisliment of 

.ystem of credit adapted to the special needs of small agriculturists. 

premature creation of unsound Societies by the organisers, 
(nmvdfl /1 • f ^ apparent success, would, needless to say, require to be carefully 

guarded agamst. But competent supervision would obviate tba danger. 

Questwii 0 / possible direet State Organisation oj Co-operative Credit. 

tbe feasible to adopt this plan sufficiently widely, we believe that 

emnS a small “^tests involved would fully justify the^Department in directly 
employing a smaU staff of organisers of rural credit Societies. There is admittedly a 
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Jlslinot line of demarcation between co-operative credit and otter forms of co- 
vetj- nibom ^ interests likely to be adversely affected by tbe success of a rural 
aft svstem would be those of the money-lenders and “ trust ” auctioneer, neither of 
I ^ would deserve, or receive, much sympathy . The Joint Stock Banks, as proved 
f lieh oast action, are in full sympathy with the co-operative creibt movement, which 
ksin a field necessarily left largely imtiUed by these larger banking institutions. 


n' r«Hion irami hy Sir Horace Plunlcett between Co-operative Credit and other forms of 
co-operative efart in relation to State organisation. 


sin Your Committee note that the distinction between co-operative credit and 
fm-nrs of oo-operative effort in relation to State action has been pointed out by Sir 
Hmuce Plunkett Ilia Excellency Earl Grey, then Governor-General of Canada., m address- 
Sg in 1907 a Select Committee of the House of Commons at Ottawa, said 


“ I should like to quote one sentence from the speech of Sir Horace Phmkett at the last Annual 

fatSf oiTpublio somce. must b» regarded as temporary. I loako two eiceptiom 
Cc onetative Credit— a matter of vital concern to all farmers who intend to improve their system of agri- 
Si'S i they will have to adopt mote tihage, with its eotollary of wmter-da.rymg, and also hve etook 
teaSoTboth of which at a later stage, I think, might be directly orgamaed by a Soveinment Depart- 
ment with a view to the gradual development of a scheme which will justify the financing of farmers 
Sedii Msooiations with public moneys on tbe lines foUowed m Sermauy and elsewhere abroad. 


We are not aware as to the exact nature of the financing of Credit Societies with pubho 
monevs which Sir Horace Plunkett had in mind, i.e., whether the suggested aul ™uld 
™hy means of direct loans to the Societies as in the past, or by advances made through 
a Central Bank or other similar organisation. But it is clrar that he placed^ in 
our opinion quite rightly— oo-operative credit and co-operative hve stock insurance m a 
dSeXt category from other branches of oo-operative effort, and tecogmsed the possiblhty 
of their direct organisation by a Government Department becoming desirable. 


EeCOMMENDATIOH OF DFPAETMENTAL COMMITTEE OF InQDIEY, 1907, IN FAVOUR OF A 

State .Aided Scheme or Agricultural Credit. 

641. The Committee which inquired in 1908-7 into the constitution and work of 
the Department of Agriculture and Technical Instruction made the followmg important 

lecommerfation estahhshment of a sound system of agiicultmral oiedit, whereby 

a smsllfLme™ obtain small loans at moderate interest, is of tbe most essential importane. to a^- 
LKo airthribreSerienee both of Ireland and of other coontnes points to the possihihty of the 
At present, peat as has been the eucoess of the societies organised, by 


establishment of such a system, ah pxebuuu, ftncou "" Vj Vriiv nrutmiseA if at all'h’v 

the IA.O,S, a far more comprehensive system aWdSS S^fsS 


the aid of the State, after a very careful inquiry both as ^ to S 

We are satisfied that if such a scheme is to be successful, and ^ 

it practicable, it must be based on sound economic pnnciples. We believe that such State aid would 
be one of the most eSective and useful forms of assistance to agriculture. T 


This strong recommendation in favour of State assistance in the organismg of a “““fpre- 
hensivc agricXral credit scheme for Ireland is contained m 

above Coimittee, which was signed by four out of the five members, r.e., by Sir Kenelm 


E. Digby, K.c.B.:’:rrd:; of state for the Home department 

the John Dryden, late Minister of Agriculture m Ontario ; Mi. ^G. Ogd™ (P™“P 
Assistant-Secretary for Technology in the Board of Education, Whitehall) , and Mr. 
Stephen J. Brown (late Chairman of County Kildare Co. Council). 


Peoposed Ageioultdeai Credit Section op Deeaetmeht oe Ageioultoee. 


642. In the section dealing with long-term loans, inclutog loans “=-^0 f 
meats for agricultural purposes, it has been shown that dramg its compara ^ P , . 

of existenol, and with limited funds for the purpose, the Departnaent of Agi 
to farmers i sum of over £l00.000.t The Department, therefore J™ 

to a considerable extent — and with very satisfactory results m P system 

mente-in the sphere of agricultural credit. We have recommended that the useful systen 


'I BiZf resfectin^ /nditstnal 


• See Report of the Special OommiUee of the Home of Oortmms (Ottawa), 
m%Uee [Cd. 3572—1907], para. 120. 


“Is^Tablfon irg?3Kb not include tbe igntee fa ye- m3-U). In addition, over 

£64,000 has been lent by the Department to fishermen , see footno e p g 2 q 
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of loans now made for sncli purposes as drainage, reclamation, fencing, &c., by the Bo •• 

Parafi. 691-4 of Works skould be re-organised, and co-ordinated with the loan system of theDepartiae t > 
the advice of whose agricultural instructors might with advantage often be sought hef*^^’ * 
applications from farmers for such loans are sanctioned. In considering the question 1 5 
Loan Fund Societies, we have e:^ressed the opinion that the most satisfactory way f ^ 
paxaa. 272-3. dealing with these Societies in view of their imsuitability for rural credit requiiem^t • 
and having regard to the financial position of the Loan Fund Board, would be their traa ’ * 
ference to the control of the Department, and their transformation as far as *• 

into Credit Societies. ^ ; 

t 

There seem, therefore, to be ample grounds for the general co-ordination of these • 
Para. 737. various credit functions under a Credit Section attached to the Department. To such 

Credit Section should be also entrusted the general supervision of the re-organised scheme ^ 
of Rural Credit Societies. The employment of one or two competent Inspectors who I' 
would visit the local Societies from time to time, and would also .supervise the work of any I 
Organisers and Instructors, would be necessary. The duties of such Inspectors would \ 
be very important, seeing that on a sound inspection and audit system the success of the ' 
movement would so largely depend. The work of the auditors should also be supeivised - 
as far as necessary, by the proposed Credit Section. ’ 

Ample scope in Ireland for operations of Credit Societies under I.A.O.S. and those unik 
State Supervision. 

643. It seems very probable from the evidence we have received that some of the 
existir^ Credit Societies may desire to be included under the proposed revised scheme. Any 
Societies which wished to follow this course should, in our opinion, be granted 
permission only on their definite adoption of the revised Rules, whether on the basis 
of unlimited or limited liability. It is of vital necessity to the succe.ss of the scheme that 
no unsound Societies be admitted under it, and that as much care be taken in the admission 
of Societies to participation in the scheme as in the admission of individual members to 
those Societies. 

Your Committee think it well to make clear that, in our opinion, there can be no 
objection to the existence in Ireland of two types of Agricultural Credit Societies, one 
affihated with the I.A.O.S., and working under its Rules, and the other operating in connec- 
tion with the proposed Agricultural Credit Section of the Department of Agriculture and 
T^hmcal Instruction with its Advisory Committee. In Germany and other countries 
differing systems of co-operative credit are to be found at work side by side. In some 
respects friendly rivalry between two systems, each with its own distinctive merits, may 
be productive of good rather than otherwise ; the test of time will serve to bring out the 
advantages or (Lsadvantages of each method. There is, moreover, ample scope in the 
undeveloped field of rural credit in Ireland for the work both of Credit Societies which 
may prefer to remain outside the scheme of State supervision outlined by us, and of 
societies orgamsed m connection with such scheme. 


Proposed Advisory Committee on Agricultural Credit. 

that in coEneotion with the suggested Agricultural Credit Section 
Advisory Committee would be advantageous. This Committee 
rnmm-i+fl unctmns sumlar to those of the Department's existing Advisory 

Live Stock, Flax, etc., and would be callld together 
^ Committee mght 
j-t representatives of the &edit and Loan Tuud SooietL. the Joint Stock Banks, tie 

mmbe7cf the Works, but the total 

LSd helti to persons. Such an advisory body 

rf the scheme mTd , “ tte organisation and miking 

modfflcaW or ^ ei position, we feel sure, from tiiSe to time to suggest 

moditcations oi mipiovements pointed out by the experience of the members. 

conto“''Md*'^»™oodb,f'ir'‘^^^ m T ***« M'ost possible share of local 

Lme t mo le "P““ Credit Societies, while at tie 

“The ZVemenrwmit? ™dit and mspectiou, so vitally essential to the succ® 

Committee throi7h upiiodic Tt ^ t fepresentatives on the Advisory 

irithThrCredft I>i*P“tors,and by direct oommunicatm 

sreLtions Societies would have ample opportunities for makiag 

ggestions should they so desire. Beyond arranging for eBeotive inspection and audit, 
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ina that the Rules are adhered to, there should be no interference with local initiative 
s *rtion ■ for a great desideratum in all co-operative efiort is that those participating 
lOd realise that success or failure is mainly dependent upon themselves. The evidence 
W from various portions of the country goes to show that, so far from State action 
to%POses of securing proper supervision of the rural Credit Societies bemg probably 
^ iited as undue interference with a self-help movement, supervision of this nature 

to a very wide extent, be welcomed as supplying to the movement a much needed 
TTnt of security reducing to a minimum the risk of loss through carelessness or breach 
f Rules and furnishing to local Committees a strong outside and independent support 
k any action found necessary by them to enforce the Rules upon members. 

Possibility of later development of a Co-operative Union. 

645. It is possible that as the system developed and strong Credit Societies became 
at numerous as they are now scarce, the creation of a Union on the rnodel of those 
nf fiermanv and other countries would become desirable. When dealing with the subject 
nf neutral Co-operative Banlrs, we have, while not recommending the estabhshment of 

IK 0 ganisaW at present, referred to the possibility of its being found advantageous s.epa...446. 

0 adopt this course in the future. Our views in regard to the need ier a Centi-al Union 
for numoses of audit and inspection may be conveyed in similar terms. _ We are convinced 
tliat the time has not yet come for the creation of these central bodies. We may add 
that even if they should subsequently be found necessa^, the final aiithority m repjd 

to the delegation of the power of audit should,_ as m Germany, remain with the Stat^ 

The Department of Agriculture should be in a position to satisfy itself as to the audit and 
ii^pection being efficiently performed. 

We have alluded elsewhere to the strong action which the State has recently found 108-9, 

itself compelled to take in parts of Germany in supervising co-operative credit organisa- 
tions, owing to the failure of two well-known co-operative Central Banks. 

Necessity foe some System of enforcing Improved Methods on Unsatisfactory 
Societies. 

646. The I.A.O.S. may decide to continue the work of orgai^ing Creto Societies, 

under the existing or other Rules, rather than to aid in the earring out of the scheme 
outlined by your Committee. Their representatives freely adnutted to us that mamly ^ ^ 
through lack of funds, the inspection of Societies which had been possible in the past was A 
much hss thorough than they would have desired. e™ m cases where them organ- 

isers detected and reported serious defects, the I.A.O.S. have not been m apposition to do 

more than point out these defects to the local Committees, “d m ceitam cases whe e 
State funds were in the Society’s possession, threaten that the mthdiawal of these loans 
would be recommended. The I.A.O.S. also admit that they have been impelled to devote 
more attention to Societies whose operations enabled them to pay audit fees, than to the 
weak Societies whose finances did not permit of such expense, a g 
presumably required supervision much more than the larger societies. 

We think it important to make quitep clear that even if 
in a position to increase their staS of organisers and inspectors, and tup y . . ^ 
some of the admitted defects in past supervision, such a course would not, in om opmon, 
remove the most vital dlfhoulties of the existing system, prominent among wboh is ^ 
lack of power to back up advice or to enforce improvement upon an 'B-iegulated Socirt^^ 

The I.A O.S. may, in dealing with a recalcitrant Society, thmaten to * Artiom 

but such a step has little tenors for many Sooietaes ; some of them, 
pay no affiliation fees and have not, although still m operation, communicated for years 
with the parent body. 

The functions of the Registrar of Friendly Societies in such a casCp are 
and are mainly confined to the final power of wmding up the So™‘y. sbodd ™rn^ 
remain unheeded. Such a course, however, would frequently be much i™tK, 
as it would the extinction of a Society which might, m spite of some defects in workmg, 
be doing much good in its district. 

Pressure used in past by threat of wUMrawal of State Advances. 

,, 647. Admittedly no system which can be devised can force f 

feietery and Committee to carry out their funotions efficiently , majority 

the winding up of the Society would be an unimxed blessing. S ^ ^ 
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of Societies would be amenable, we believe, to advice, backed up by some eSective method I 
of action if this advice were persistently ignored. Suck pressure is made good -use oi t 
on the Continent by ibe Central Banks, which, by means of the cash nexus between them 
and the local Societies, and the threat of the possible withdrawal of their funds from \ 
the latter, are placed in a fairly strong position of authority. In Ireland, as we have seen, | 
similar pressure has been brought to bear by the Department and the Congested District-s »• 
Board (often by the advice of the I.A.O.S.) on unsatisfactory Societies holdii^ funds from [ 
these State institutions. But in future, if our proposals be adopted, the Societies will * 
be mainly dependent, not upon State loans, but upon local deposits and Joint Stock [ 
Bank overdrafts. j 


WitMrawal of Bank Ovei'draft and Audit Fee in the case of unsaiisfactory Societies. 

648. The proposed Agricultural Credit Section of the Department of Agri- k 
culture would, with the aid of its Advisory Committee, be in a position to exert very { 
considerable pressui'e where necessary on unsatisfactory affiliated Credit Societies; !' 
but if proper care be exercised in forming the Societies on a sound basis, with competent ’ 
Secretaries, and if periodical inspection be afforded, we anticipate that proportionately few 
Societies be found troublesome. Exceptions, however, are sure to occur; and 
the overdraft from the Joint Stock Bank, and other facilities, such as the payment of audit 
fees, should not be continued in the case of a Society which, in spite of personal advice 
from the Inspector, and written warnings from the Credit Section, failed to improve. 

The threatened cancelling of the Bank overdraft would be equivalent in influence 
to the threatened withdrawal by a Central Bank or a State Department of fund.s advanced 
to a Credit Society. It would, therefore, be extremely desirable that all tie 
Joint Stock Banks should be kept in touch, as far as necessary, with the developments oi 
the co-operative credit movement. United action could thus bo taken, which would 
prevent any Bank, through ignorance of the circumstances, being induced to advance 
to a Society an overdraft which had been withdrawn by another Bank. 


649. It seems fairly certain that the threatened removal of the Bank overdraft would 
mean practically the enforced winding-up of a Society through lack of funds unless 
improvement took place, for depositors would not he slow in learning of the proposed 
action by the Banlc, and would doubtless in many instances take steps to withdraw their 
deposits. As this would entail much trouble and loss to those who had boii’owed from 
the Society, the Bank overdraft should not of course be withdrawn, nor withdrawal even 
threatened, save in the last resort. But the prevention due to the safeguards of supervision 
would be infinitely preferable to the doubtful cure of withdrawal of privileges. 

We look forv/’ard to a wide extension of the existing satisfactory relations between the 
Banks and the Credit Societies in Ireland, and to a large increase in the present overdraft 
system. It seems very desirable, therefore, that instead of the present isolated action of 
individual branches of Banks in relation to individual Societies, some scheme of co-ordina- 
tion should be devised on the hnes indicated, bv which any Joint Stock Bank could 
readily obtain authoritative information in regard to any Credit Society applying 
)8- an overdraft. By such means, the security offered to the Joint Stock Banks ivould be 
rendered largely indefeasible. This might possibly lead to some relaxation of the present 
arraimement under which the joint and several guarantee of seven or eight of the leading 
inMnhers of the Credit Society is required by the Banks before an overdraft is granted. 
Yivhere more than 4 per cent, is now charged by Banks on overdrafts to the Societies, the 
rate might well, we tbinlq be reduced to 4 per cent, by the Banks concerned, thus bringing 
their action into hno with the course followed by the majority of "these institutions. 


Minimum of State intervention end maximum of local responsihiliiy- 

. Committee see no reason why the percentage of Credit Societies in Ireland 

given elective supervision and reorganised methods of the nature indicated in our Eeport 
should reveal any larger proportion of failures than are shown in the co-operative credi 
movements of the Continent. Nor do any of our proposals, we believe, lun counter t 
the important principle that a sound co-operative credit movement must as far as possibl 
be based on a fuU development of the sense of local control and responsibility, combine, 
with the inmimum of State mtervention necessary for the adequate protectio-n of ti 
small borrower and depositor. Of this, at any rate, 'we are convinced, from the evidene 
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4 - n,iT InauiiT. that without State intenrention and supervision of some sort there 
^'mlfw^peot of the development in Ireland of a system of rural credrt for the smaU 
farmer a^nriabourer upon a sohle at all commensurate with the needs of the agricultural 
industry of the country. 


CONCLUSIONS. 

BSl Our conclusions and recommendations in regard to the Audit, Inspection, and 
Supervision of Credit Societies in Ireland may ho summarised as follows 

(a) The remarkable success of the co-operative medit movement in Germmy and other 
entries has been largely due to the exceedingly effective and stringent methods of auit 
S supervision adopted— methods laid down m such legislation as the Co-operative 
Ses Actof Geinany and in the Model Articles of Association of the German 

Federations. 

Ih) The State assumes considerable responsibility in the countries where co-operative 
credit has been most successful for seemg that effective audit aiTangementa are m force, 
and that the Unions and other bodies are qualified to fulfil their duties in this respect. 

(cl Local inspection and audit arrangements in the Credit Societies of the Continent 
ate also carefully provided for, as for instauoe by the formation of Boards of Supervision 
in addition to Committees of Management. 

Id) Compared with the safeguards for the proper supervision and audit of Credit 
Societies adopted in other countries, those hitherto in force in Ireland have been oompara- 
tivelv defective. The Friendly Societies Act, under which the Irish Societies are legisteied , 
was Mt originally intended for the special leqmrements of Credit Societies, and camot, 
therefore, bear comparison with such an Act as the German Co-operative Societies Act, 
specially framed for the purpose. 

(el We recommend the entire abolition of the option given to a Credit Society i 
imder the existing Rules of appointbig two persons chosen by the Society to act as Auchtors. 
i”can be“ccoiphshed. ^undeStand^y omitting from Me the optio^^^^ 
under the Friendly Societies Acts, and definitely providing that only the services ot 
puhhc auditors shall be availed of. 

in Useful as a Council of Control might prove in a Society, if successMly worked, ■ 
we believe that in the great majority of oases in Ireland there would not be suffloient material 
rStv^ dltrict to form such a Council in addition to the Committee of Manage- 
it would not be hkely to insist »n » * £, motions. 
Provision for its appointment should, therefore, he omitted from the Rules. 

(a) The auditing of Credit Societies’ books by the I.A.O.S. (as distinct from impcctioi^ 
has, we believe, been carried out on the whole as effeetively as could be 
of central audit. But this system is not at all sufficient to meet th« imal 

Credit Societies, has often entailed delays and moonvenience to the Societies, and lac , 
entirely the educative influence of an audit on the spot. 

ih) We recommend that all annual audits should take place at f 

when the auditor would be in a position to receive any tJe 

Secretary and the Committee, while these ktter m turn would f the 

auditor blight think it desirable to give. The cash in hands should also be counted by the 

auditor, a most essential matter. txi. a. in wbn1p 

(,) The state should not itseH dircotlpaiTY out the audit but houM^^^^ 

ot in part, the cost of an annual audit by public auditors. Th s “X^Xit rf their 
given only in the case of those smaller Societies whose pro avoid emense 

defraying snob expenditure from their own fun<^. Such audit sho^d Xas 
and loss of time, be carried out, when feasible, by auditors for pe 

(i) The legal power of any person or body who may advance funds to a Credit Society 
to inspect the books and accounts of the latter should be made clear. 

m The County Committees of Agriculture in IrelaM (Ipe the “^“XwkteT’wfih 
Chambers of Agriculture, in Prussia) might, with much advantage, '’e 
the organisation of rural credit in their sphere of opeTation, ev p ^ , 

interest in a subject so intimately affecting the small agncultuns s -niade use of 

The Itinerant Instructors hi Agricultui-e in approved 

after a short course of training, for establishing Societies (fo S the Agricui- 

of the action of similar Instructors in Germany) Where the employment of the Agnciii 
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tural Instructors is not feasible, special Instructoi-s might be employed, each world ■ t 
several counties, the County Committees and the Department of Agriculture I 

the cost of the remuneration. |- 

(l) There is, in our opinion, a distinct line of demarcation between co-operative cr tl'f I 
and the productive and distributive spheres of co-operation ; justifying in the form'* 
case State intervention for the purpose of safeguarding the interests of the small denos^^ t 

We recommend that an Agricultmal Credit Section of the Department of Ao^' p 
culture should be formed, under the supervision of which would come (1) the ext^^' I- 
lending business at present carried on by the Department in connection with its vario^* I' 
schemes of loans to agriculture ; (2) the arrangements for co-ordination, as far as may seem '' 
necessary, of the Board of Works’ schemes of loans for agricultuiul purposes with those t 
of the Department ; (3) the operations of Loan Fund Societies, whose re-organisation and r 
transfer to the overs^ht of the Department has now become in our opinion needful- 
and (4) the Co-operative Ch-edit Societies formed under the revised scheme outlined by us’ ^ 

Such Agricultural Credit Section would be responsible fox the periodical iMpectioh I 
of all affiliated Credit and Loan Fund Societies, and for suitable arrangements forandit f 
by Public Auditors. f 

(in) Attached to the Section should be a small Advisory Committee, composed of ' 
representatives of the affiliated Credit Societies and Loan Fund Societies, the Joint Stock 
Banlcs, the I.A.O.S., the Board of Works, and the Congested Districts Board. This 
would form a valuable co-ordinating body for the various interests concerned’ 

_ The Agricultural Credit Section, with the aid of this Advisory Committee, would • 
be in a position to exercise strong pressure on any unsatisfactory Societies, by means of ’ 
threatened withdrawal of Joint Stock Bank overdrafts and of audit fees, and in other ' 
ways ; but a sound inspection and audit system would probably render extreme - action ' 
unnecessary, save in very rare cases. 

There is ample scope in the field of Irish rural credit for the operations of both 
classes of Credit Society— those workmg under the I.A.O.S. and those which may hi 
organised in connection with our proposed scheme. ^ 
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SECTION VIII. 


agricultural loans and grants administered by 
STATE DEPARTMENTS. 


In the extensive field of agricultural credit one of the most important divisions is 
that covered by “ long term ” loans, the security for which may be furnished either by a 
definitely assigned charge upon the land (“ real ” or “ mortgage ” secmity) — ^the most 
usual type ; by the personal secmity of the borrower and his sureties ; or in other approved 
■ways “ Short term ” rural credit, as we have seen, is based as a rule upon personal 
security {i.e., upon the general standing and implied assets of the borrower and his sureties), 
and deals with the needs of agriculture in respect of current expenditure on seeds, manures, 
&c. the outlay on which will become reproductive in a comparatively short period, i^ually 
in from 6 to 12 months. “ Long term ” rural credit, on the other hand., is concerned 
mainly with expenditure upon the purchase and improvement of land, drainage, erection 
of farm buildings, reclamation of waste land, tree-planting, &c.— objects "which require 
a term of years, often a period of considerable length, before a_ return^ can be hoped for 
from which to repay the capital and interest of the loan. Credit of this nature is, there- 
fore, most conveniently dealt with on the “ amortisation ” principle, i.e., by repayment 
of capital and interest in instalments spread over the period of the loan. 


Long-term loan requirements of farmers. 

C62. In your evidence furnished at our first sitting you emphasised the importance of om 
considering very fully the financial position of the new tenant purchasers in respect (rt the 
capital and credit req^uired for the improvement and stocking of their hol^gs, and the 
question of the necessity or otherwise for devising a scheme of agncnltraal ioa^ tor the 
assktance of this class, with whose success the future development of agriculture m Ireland 
is so mtimately bound up. Our Terms of Reference also specifically mdicated this 
type of rural credit as one to be inquired into. 


We have therefore during the course of our Inquiry devot^ careful consideration 
to the subject with a view to ascertaining _ how far the eiasting syst^os of lo^ 
tenu agricultural loans and free grants administered by _ various State Departments 
in Ireland appear to meet tbe legitimate needs of the rural industry ; how far they seem 
to require alteration or development ; and to what extent such State aid might wi 
advantage be supplemented — and as far as possible supplanted— by mutual or co-operative 
agiicultuxal credit organisations. 

663. This Section accordingly deals with the nature and operations of the loi^ term 
agricultural loan schemes now administered by the State in Ireland, and also wi e 
systems of free grants made from State funds for various agricultural purposes, ihese 
■"'e propose to consider in the following order : — 

Loans and grants for agricultural purposes made by — 

(a) The Board of Public Works. 

(&} The Congested Districts Board. 

(c) The Estates Commissioners. 

(d) The Department of Agriculture and Technical Instruction. 
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I 

(a) AGRIODLTTJKAL LOANS ADVANCED BY THE BOARD OF WOEKS. I 

The system of long term loans for various agricultrii-al purposes administered by % | 
Commissioners of Public Works in Ireland under various Acts of Parliament has beea '• 
in operation for a considerable time. The Board in its present form has been in existence f. 
since the year 1831, during which period it has advanced large amounte for diverse objects' | 
but that portion of its functions which is more directly concerned with rural credit k 
commenced with the institution of Land Improvement Loans for landowners in 1847; *' 
and was extended to tenants by the Land Law Act of 1881. We were furnished by li. * 
55-192 Commissioner Hanson with full information in regard to these loans and the principles t 

on which they are now administered. There wifl be found printed as an Appendix tie i: 
Appendices 10 R^iies and Regulations in regard thereto ; while the Annual Reports of the Commis- ^ 
sioners contain detailed statements as to the number and amount of the loans issued for 
these purposes*. We may add that of the various loans issued by the Board of Work '’l' 
we have taken cognizance only of those coming under the description “ Loans secured oa V. 
Lands ” ; advances which have been secured on undertakings or on rates have not, as a ' 
rule, any direct bearing upon the subject of our Inquiry. 


Arterial Drainage Loans. 

654. We do not propose to refer in any detail to the loans made by the Board for tbe pur ; 
pose of arterial drainage under varioi^ Acts of Parliamentf, although the whole questiou of i 
the arterial drainage of Ireland — and in particular of certainareas most subject from timeto '' 
time to serious losses through flooding — ^has a very direct connection with tbe financial '• 
position of tbe farmers concerned, and is one which will require to be seriously taken m . 
band. The main obstacle in tbe past to tbe carrying out of this much -needed work has 
been the large expenditure which would necessarily be incurred if the drainage operations 
were to be undertaken on a scale sufficiently extensive to achieve permanent benefit. Such 
expenditure would manifestly be entirely beyond the scope of private enterprise, and could 
be borne only by the State. Many expert authorities have emphasised the extreme 
importance to Ireland from the point of view of improvement in climate, and the conse- 
quent reaction upon public health, of a proper scheme of arterial drainage. “ Above all, 
in an agricultural country like Ireland,” as pointed out by the Arterial Drainage Viceie^ 
Commission in 1907}, “ arterial drainage is a vital necessity, in order that the farmer 
may be secured against d:^astrous summer floods whereby his hay and crops are liable 
to sudden destruction, and against the saturation of his lands for several months in the 
year, owing to the causes mentioned above, and in order that opportunities may be givea 
for field or thorough drainage throughout large tracts where such is now impossible.” 


Land Purchase Acts have hindered drainage operations. 

655. The serious impediments to the successful working of the existing Drainage Acts, 
due mainly to the operations of the Land Purchase Acts, have been fully set forth in the 
Report of the above Commission. The fact that tbe ownership of the land of Ireland is 
being transferred from tbe bands of a comparatively small number of landlords to a 
numerous body of tenant purchasers has entirely altered tbe position of affairs which 
f existed when the Act of 1863 was passed. The change has made the creation of new 

drainage districts virtually impossibk, while leading to indifference on the part of m^7 
of the existing Drainage Boards to the efficiency of the works entrusted to their supervision. 
We have little doubt that in the seven years which have elapsed since the issue of the 
above Report, the position of affairs in regard to drainage has in no way improved, but 
has probably, on the contrary, become more serious with the continued progress of laud 
purchase. 

In their Report for the year ended March, 1905, § the Commissioners of PubHc Works 
empha-sised tbe fact that Land Purchase legislation in Ireland had brought about new 
conditions which called for a modification of existing legislative provisions in regard to 

* !3ee Bighliz-finl Annml Report of the Comimssioners of Public Works in Ireland, for the Year 
Slsl March, 1933 (Cd. 6971), pp. 30-35, and 66-68, &c. 

and Improvement ot Lands Act (Ireland), 1863 (26 and 27 Vic., c.8BV 
29 and 30 Yic. o. 49 ; 43 and 44 Vic., c. 14, etc. 

X Report of the Vice-regal Commission on Arterial Drainage (Ireland), (Cd. 3374), 1907, pp- ^ 

also Reports of various other Commissions dealing with the subiect, especially that of 1885, dealing witt 
River Barrow and its tributaries, and the Report of the AUpoit Commission. 1887. 

§ C.D. 2657, pp. 12-17. 
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command of capital, tliat in most districts the occupying tenants were not m a 
f Hal nosition to incur such expenditure, and that the transfer of ownership to the 
^niers under the Land Purchase Acts would probably not make much alteration in 
+V resnect at any rate in the immediate future. The Commissioners added that there 
• ht be expense and difficulty in collecting the drainage maintenance rates from a large 
mber of small occupiers, especially as the latter might not always fuUy appreciate the 
ppssitv of constant maintenance. “ This question is one of direct financial concern 
th to'the Government and the ratepayers ; for the ability of tenant-purchasers to pay 
S annuities will be seriously impa^d if the works which preserve their land from 
flooding are not properly maintained.” 

Another important matter, which has come before us in evidence, was referred to 
W the Commissioners in the above Report. It was pointed out that in Ireland a large 
number of drainage works, affecting more than one holding, had been in the past carried 
mit and maintained bv individual landlords, and not by Drainage Boards. In some 
oases the work had been done by means of loans from the Board of Works, while in other 
instances no State as.sistance had been obtamed. _ When tenants on such an estate 
eurchased their holdings, there was no authority which .could carry out worl^ for the 
common good or compel the co-operation of those interested ; if the latter failed to agree 
to their respective shares in the work to be done, it would probably remam undone. 


Few Loans now made ly Board of Wcn-Jcs for Drainage purposes. 

650 It appears that from the years 1842 to 1863 loans for the purpose of arterial drain- 
age to the extent of £2,082,052 were advanced by the Board of Works, the greater part ot 
it during and after the famine of 1849. Of this amount, £1,207,582 was remitted, and 
£874 447 repaid The amount advanced aince 1863, under the Drainage and Improvement 
of hands Act (Ireland), 26 and 27 Vic., c. 88, and amending Acts, up to 31st March, 1913, 
was £855 054. During the year ended March, 1911, no separate advance was specincally 
made for’ the purpose of Eiver Drainage, and only £300 for Dramage Mamtenance ; m 
the year ended March, 1912, the amount advanced for Biver Dramage ms 121 S, and 
for Drainage Mainteiianoe nil; while in the year ended March, 1913, a sum of &12 was 
lent for River Drainage. In this latter year, under the Land Improvement Acts, two 
loans, amounting to a total of £220, were approved for works of which thorough dramage 
or other field work formed the principal part. These figures would go to show that m 
recent years the advances made by the Commissioners of Pnblio Works to farmers for the 
purpose of drainage have become practically negligible as compared with the real needs 
of the country in this revSpect. 

Need for complete revision of Drainage Code. 

657. Clearly, as already stated. State action on a considerable scale would be 
lot the remo-ral of the grave injury inflicted on the country by such periodical floodmgs 
on a large scale as that of the Elvers Barrow and Baiin. But anv mere 

of the lore limited portions of the problem, can m our oTwot^ 

extension and improvement of the existing system of advances fro _ > 

unless considerable amendments are effected in. the exustmg Dramage , 
the altered conditions created by the Land Purchase Acts. 

The importance to the Irish agricultm-al industry of a well-devi^d 8<*eme of dramage 
was emphasised by the Royal Commission on Congestion, m 
" few questions,” they say, “ were referred to more feequently 
ns than the desirability of making better provision for 

of drainage works both large and small, and our tours m ^e p..i.+inp drainage 

the statements made as to the urgency of this matter 

code was well adapted to the circumstances existing a.t the tune needs and we 

there can be little doubt that it is unsuitable and inadequate p Ugienr system, 

are convinced of the urgent necessity for devising and putting in , , , 

It seems quite clear that a central drainage department should ^ 

for the carrying out and maintenance of schemes afiectmg la g j^,Lnance over 
exercise of general supervision, both as regards construction desirable 

the local dramage bodies which should look after smaller schemes. existing local 

that these hodils should be linlced on to. or at an^y rate associated 
rating authorities. It is difficult to indicate what amendments of the present law 
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desirable in order to facilitate tbe Board in canying out drainage works, apart bom, 
complete revision of the drainage code as a wbole, and we are reheved from dealing wia 
tbis'very important matter in detail, as a Viceregal^ Comnussion (Cd. 3374-1907) ig, 
wittin the last couple of years inquired into tbe queston, and tbeir report suggests wkt 
seems, in tbe main, to be a satisfactory solution. We Jiave only to add that no ten,* 
that can. be suggested for the problem of the West will be effectual m many districts, until 
the drainage question, is adequately dealt with. * 

Financial 'position of small farmers seriously affected hy lack of drainage. 


I 


658. The question of the re-organisation of the present Irish drainage code is, of course, Ik 
a technical matter lying outside the purview of our Inquiry, except in so far as it has a f- 
bearing upon the question of the rural credit facilities afiqrded to farmers for the purpose f- 
by the systems of loans made rmder various Acts of Parliament. The evidence received ^ 
by us and the published figures of the Board of Works fully confirm, in our opinion, tlie | 
above-quoted conclusion of the Royal Commission on Congestion in regard to the imsuit- 
ability of the present provision for the canymg out of this most important work. Smafl I : 
farmers, especially, who have not the requisite capital for undertaking drainage improve- ^ 
ments on their fa.rms appear to find the present system of loans quite unsuited to their needs, ■ 


We are of opinion that, pending the needed reorganisation of the whole maehineiy 
for dealing with drainage, small holders whose farms adjoin might, in many cases, thiougli 
a revision of the conditions of tbe scheme of loans administered by the Board of WorkB, 
be enabled to take united action for the drainage of their holdings, in a way which k not ^ 
possible under existing legal enactments and !l^gulations. This question of joint loans I 
will again be referred to in its wider aspect. 


The financial importance to the farmer of the proper drainage of his land was brouglfc 
under our notice by several witnesses. For instance, a farmer from County Donegal 
stated : — 


“ If it could be arranged that there would be some source found that would be willing to lend money 
for a reasonably long period, at a reasonable rate of interest, in order that farmers might drain and put 
into cultivation land which, is lying partly under water, it would be a great advantage to the fatmeis, 
and give laboui- to the people. Half of the profit that wonld accrue fi-om the drained land— because 
that is the first step to tillage — would pay back the capital expended in ten years, and leave the land 
permanently improved. 

Q. “ Does not the Board of Works lend for drainage purposes 1 — A. I only krrow one or two receiring 
any loans from it. Our valuation is not high enough. 

Q. “ There are certain limitations in connection with loans from the Board of Works that, perhaps, 
prevent people from getting them 1 — A. We cannot see it open. 

Q. ‘ What is the usual valuation of the farmers in your district ? — A. In the large Union I come from, 
Glenties, the average valuation would not be £2. 

Q. “ Of course a farmer of that low valuation could not get a loan from the Board of Works, because 
their mimmum loan is £35 ? — A. I don’t understand their ndes in full, but they don’t suit im. 

Q. “You know you cannot get money, but you would like to get it ? — A. Yes; for drainage purposes. 
Money applied to any other purpose womd not pay one-fourth so well as the drainage would. 

Q. ' Is there much of the land in your neighbourhood under water ? — A. A great deal, because tie 
people ate too poor to drain it properly. Some of them drain it properly — those who have help. 

Q. “ Would those who have drained their land properly be able to raise good crops afterwards 1— 
A. More than double as much as their neighbours.’^ 


Land Loan Services. 

659. Another class of loans advanced by the Board of Works on the security of land are 
those^ which come under the title “ Land Loan Services.” These are loans madeto 
mdividual owners or occupiers of land for the carr 3 ring out of permanent agricultural 
improveroents. The specified purposes for which these loans have been authorised b? 
various Acts of Parliament are the following : 

(1.) Thorough drainage. 

(2.) Subsoilmg and trenching, or otherwise deepening and improving the soil. 

(3.) Irrigation or warping. r o 

(4.) Embanking from rivers or tidal waters. 

improvement of fences, drains, streams, or watercoui’ses. 

(6.) Making farm-roads. 

(7.) Clearing of rocks and stones. 


* Report of Royal Commission on Co^igesUon tw Ireland, 1908 (Cd. 4097), paragraph 247. 
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(8.) Reclamation from waste. 

Jg.) Planting trees. 

/i f > ) The erection or improvement of farm oflices. _ 

ill i The erection or improvement of farm dwelling-houses in connection with 
' farm ofhces and buildings erected or to be erected. 

no ^ The erection or improvement of labourers’ cottages. , . 

is’i The erection of mill buildings for the scutching of flax and the formation of 
^ ■ watercourses and dam weirs for providing water for same. 


Loans to Owners or Land under Landed Property Improvement Acts. 
fifiO The principal Act dealing with these advances is the Landed Property Improve- 
nf iTrelandl Act, 1847* which authorised loans for the purpose of carrying out field works. 
Tier “Purposes (1) to (8) of tke above list. Subsequent Acts wdened tbe scope 
Ubte loar-b? aUoiing tbe Board to lend for objects (0) to 13). Tbe persons who 
1 oiSbM to totrow mder these Acts must be owners (as distmot from ocoupjers) of 
ky t£y include tbe following classes ' Owners in fee, purchasers mder the Land 
piaslAote, leaseholders of interests for bves renewable for ever, holders of fee -fam 
and boiders under leases of which more than 40 years are uneyixed at date of 
fmbeation ” The above are enabled to borrow -without collateral security. In addition, 
W S5ng collateral security, boiders of leases for two or more byes m bel^, or for a 
term of mm than 25 years and less than 40 years unexpired on date of appbcation, are 
mialifled to borrow. Tenants under tbe usual agricultural tenancy from year to yea 
»TP not therefore in a position to make use of these loans ; but temnt-pmebasers, i.e., 
those -^bo have purchased the fee-simple of their holdings under tbe Land Burebase Acts, 
are iucluded. 

A loan under Land Improvement Acts must he at least S.m ‘ save Jor fa/rm bmldmgs. 

661 In tbe Appendices to our Beport wiU be found a copy of tbe Eulesf ? 

gmeSl period for repayment is 22 years, by a year y rent-''*"®' ^tlte S' ’i Merest 
U-jJaj “nts covering 

SeSa!iSsSeqSr“p%-o?bfdm^^^ 
the term of repayment may, on the borrower’s 

annuity, including interest, being at the rate of 5 pet cent. _ j -l BQg,r(3_ in. con- 
or refused, tbe appbeant is required to pay any expenses oLnot be determined 

nection with the application, but the exact amount of sue xp 
beforehand. 


Loans to Tenaht-ocoupiers under Land Law Act, 1881. 

662. The Land Law Act of 1881 (44 and 45 Vic c 49) extended the 
land improvement loans to tenants, who under that A tLerefoxe, “ two systems 

holdings which could furmsh security for a ^ , i4ture of the seemity and 

of loans for the same objects have e^ted side ^ to an owner 

the procedure being in certain respects different according operation 

of land or to a tenaL-ocoupier. Since the Land Acts, 

many owners of land, who are also occupiers, viz., te p their capacity as 

have obtained loans. In some cases the loans are j- m^-gtatutoryteq 

owners, arid in other cases in their capacity as occupiers, ac g 

ments happen to suit a particular case.”J i 

* 10 and 11 Vic. c. 32. 

t See. Appendix 11 to Minutes of Evidence. Minutes of Evidence. 'we 

t Sec Ml’. Commissioner Hanson’s Memorandum, , . .. c logi to tie Board of Works to 

understand tiat the permission given, under Section 31 has not been taken advant^e 

issue loans to Public Companies for the pm-poses of agncultmal ^eriod of 32 years which has 

of, few appUcations havi4 been made and only one loan actuaUy issued in tne pet u 
since elapsed. 2 P 2 
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A loan under 1881 Act must he at least £35. 

663. The Rules which regulate the granting oi loans to occupiers of laud mider fli I '• 
of 1881 -will also be found included in the Appendices to our Report.* Their chi f 
visions are the following. No loan will be granted for a less sum than £35 nor for a ^ 
amount than £1,000. Under ordinary conditions a loau will not be granted for a ^ 
fim than three times the annual value of the holding, such value to be determinedR^ 
judicial rent, where such has been fixed, and, if not, by the Poor Law Valuation Tk 
period for repayment, as in the case of loans to owners under the Land Improvemeiif A If 
IS 22 years, with an annuity of 6| per cent., payable in two half-yearly instalments eoS’ 

^ borrower may, with the anmorai 
of the Board accelerate the repayment of the loan. All applicants must forward to R 
Board with their memonals the sum of 10s., to cover expenses, in the event of the Iorti 
bemg proceeded with. wan not 

Special Charges fen- Expenses in addition to Interest. 

■ to the interest, these loans are subject to charges to meet the esoen^M 

the Table published in the Rules, f it will be seen thS^tliese 
charges vary from £2 on a loan of £35-£40,to £5 on a loan of £100, £7 10.9 on£l85 £2flfl 
fl &c These charges naturally add cousiderably to thTcost „ffc 

loan to the borrower ; they are deducted from the hrst instalment advanced (loans beiit 
obJ?™ more tiau one-fifth of the amount sanctioned). A fanS 

obtaming a loan of £100 would thus when the first instalment becomes due to be naid 

wTerm ^ ^e placed the Lt S 

is iltSd allowed tor repayment by annual instalments, and that the charte 

has Tee^adonted to “‘^erstand that this scale of char^, 

svas charged the actaal expenses meurred for prelimtoary inspection &c In the case 
1 “™™?^“ S the i' Acts, the actull expenses incurred by the BoaJ 

are und'f X — — ^ 

Imp.Lrnrafdt“nd‘tn^^^^^^^ 

was £13.600. or over one-sevetoh of tL ttel *» »0,™ 

considerable, it must be remembered tLt I ir!?;! Although this expense appears very 
administration of tb(» i-u n ORty a proportion of the cost of 

employed in connection witL ^ '^“^I’lis^oners of Works and of the staff of Inspectors 
parents 0 “ ^ ^ “1=0 ‘te cost of recovering and reteiviag 

we nw add, roftef a So™« 

advances to applicants. It fmnishes^r farth*’ “^u'' delas's m making 

of an earlv cornnlet.i'rm fia« A furthei illustration of the extreme desirability 


Charge upon Land rejmred as Security for Tjians hy Board of Worls. 

them a charge to the nature *“™= advanced bj 

which the improvement is to Lf. mterest in the land upon 

registered in the Office of the EegiLv of Deedf “wt? 

his charge attaches to the hand iteelf "'iveftf tb borrower is owner of the land 

to an end ; but in the case of tenan+c +? ^ v particular mterest of the borrower comes 
interest which may be terminatpd Lv is only upon the tenant's interest, an 

charge is lost, for aJthougiXlT^^^^ the Board's 

be recovered from him. emains personally liable, nothing can, as a rule, 


We refer elsewhere to the fart tLof ^ 

Deeds charges upon registered land althnn 0 b^X^^ contmue to register in the Registry 
^ lanci, although charges upon such land in Ireland are, m 


of 

witli 


+ 11 to Minutes of Evidence, 

t See Ude VII, Appendix 11 to Minutes of Buidence, p. 528. 
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f1 's exception, recorded in tlie Land Registry, not in tlie Registry of Deeds. This method 
reeistmtion has rendered om Tables of Mortgages less complete than they otherwise 
!d have been, for it has entailed the inclusion of records of many transactions upon 
"(Sstered land amongst the totals for unregistered land. We would strongly recommend 
t^t any legal difficulties afiecting the matter may be removed — should such exist — so 
as to assist in terminating this imperfection in the records of registration of title in Ireland. 


Satisfactory rejiaynient of loatis. 

666 The repayment of the advances made by the Board of Works under these Loan 
sphemes furnishes fiirther proof of the generally satisfactory manner in which Irish farmers 
fulfil their financial obligations. Up to the year 1910-11 more than £6,000,000 had been 
advanced under the above Acts, of which nearly £5,000,000 had been repaid, about £30,000 
having had to be mitten off as irrecoverable. Included in these figures are large sums 
bonded by landlords for the purpose of relief works in the years of the famine. IVIr. 
Hanson stated “ The repayment of the loans is, on the whole, satisfactory. Only 
£29 546 has been written off as in’ecoverahle, as against £4,972,202 repaid ; that is a little 
over a-half per cent. But many of the borrowers are not very punctual in their payments. 
In the year 1910-11 the repayments of principal and payments of interest came altogether 
to £135,805, and at the end of the year there was £28,002 in arrear. In the course of 
that year the Board took civil bill proceedings against about 620 borrowers to recover 
instalments, some 400 of these being sued twice in the year. If we compare this figure 
of 620 with the number of open loan accounts for land loaM, 20,437, it appears that on an 
avera<^e 1 in 33 of the debtors has to be sued each year.”* 


Return showing Land Loans made in certain years. 


667. Fi'om the Report of the Commissioners of Public "Works for the year ended 31st 
March, 1913, we have taken the following fiigures, showing the advances made in certain 
years under the Land Improvement Acts and the Land Law Act : — 


Year. 

Land Improvement Acts, j 

Land Law Act. 

No. of 1 

Applications 1 

Amounts 

issued. 

No. of 
Applications 

Amounts 

issued. 

1 


• £ 


£ 

1850 1 

436 

250,324 

- 

- 

1865 

98 

36,180 

- 


1860 1 

135 

26,902 

- 

- 

1866 : 

90 

46,215 

~ 


1869-70 ' 

I 166 

'83,775 

- 

- 

1874-75 

245 

102,005 

“ 


1879-80 

2,607 

224, Slot 



1884r-85 

395 

122,519t 

2,758 

211,503 

1889-90 

189 

26,677$ 


.^,428 


342 

33,080 

776 


1899-1900 

294 

38,900 

625 



569 

42,408 

919 

63,267 


; 799 

47,060 

810 



i 912 

54,511 

1,052 



1 895 

58.478 

923 

45,255 

1912-13 

1 1,114 

66,399 

1,056 

41,473 


* See Appendix 10 to 1-Cnutes of Evidence, 
t Inclnmng Relief of Distress Loans. • 

f Including Loans under 19th Sectioii of the LaiicZ Law (Ireland) Act, lool. 
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The largeness of the advances for the years 1879-SO and 1S84-6 is partly accomy I 
for by the fact that they include Belief of Distress loans. Since 1890 there has beet », i 
increase, though not a continuous one, in the number of apphcatm^ received and in ttu i 

amount annually advanced under the Land Improvement Acts. Of the 1,114 applieationj ’'■ 

received in the year 1912-13, 1,006, or over 90 per cent, were from purchasers undertke t 
Land Purchase Acts ; while of the 796 loans actually sanctioned imder the Land Improve. '• 
ment Acts, 596, or almost 75 per cent, were for Hay Barns or similar iron structures. •. 

The great majority of the loans to tenants for improvements were made under the Laai I 
Law Act. It will be seen that during the year 1912-13, 1,056 applications for these loans •' 
were received (an increase of 133 on the previous year) ; the amount issued was £41,473, ^ 
a decrease of £3,782 on the previous year. The number of these loans sanctioned in the ' 
year was 786, while since the passing of the Act in 1881, 22,858 loans have been approved, 
amounting to £1,761,832. During the year 1912-13, applications wexe received from 339 i 
occupying owners who were disqualified by some feature in their application from obtaining 
advances under the Land Improvement Acts. f 


Only three 'per cent, of total amount is expended for other purposes than farm 
buildwigs and cottages. 


668. The following Table shows the specific objects for which farmers availed them- 
selves of these loans. The figures refer to work under loans completed during the year 
ended 31st March, 1913 : — 



Laud 



Improvement 

Acts. 

Land Law Act. 


£ 

f 

Field Works 

1,940 

945 

Farm Buildings 

62,341 

40,785 

Labourers’ Cottages 

2,067 

1,085 

Scnitcb Mils 

— 

— 

Plantiag for shelter 

— 

— 

Total 

£66,348 

£42,815 


Total £109,163. 


Thus out of a total expenditure of £109,163, a sum of £106,278, or over 97 per cent,, 
was utilmed in connection with farm buildings and cottages. We imderstand that loans in 
earlier years were used largely for the reclaiming of land ; but it is apparent that, for cue 
reason or another, in recent yeai^ advances for this purpose are comparatively seldom 
obtained, while those for farm buildings have much increased. Loans for the erection ol 
iron hay bams account for the bulk of this expenditure ; in the year 1910-11, for instance, 
out of £100,000 advanced for farm buildings, £65,000 was represented by hay barn loans- 

Only two Land Improvement Loans, amounting to £220, were approved for the 
whole of Ireland during the year 1912-13 for works of which thorough drainage or 
other field work formed the greater part. 


[Tablb- 
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2S5 


Extent to ivhich the various Counties avail of the Land Loans, 

fBO The difieiing extents to which the various counties rf make use of thrae 

, may be seen from the following figures, extracted from Tables published m the 

land loaM 1912-13. It will be seen that tbe counties making use 

krget? miSer T loans were Tipperary, Limerick, Cork, Kilkenny, Clare and 



1 

1 

jand Improvement Loans | 

Land Law Loans. 


— 

Number 
of Loans 
issued in 
year endir^ 
31st March, 
1913 

Amounts 

issued. 

Number 
of lA)aus 
auctioned in 
year ending 
list March, 
1913 

Amounts 

issued. 

— 



£ 


£ 


Leinster. 






Caiiow 

Dublin. 

Kildare 
Kilkenny ... 
King’s County 
Longford ... 
Louth 
Meath 

Queen’s County 
Westmeath 
Wexford ... 
Wicklow ... 

U 

8 

31 
G8 
10 

9 

10 

32 
19 

9 

51 

41 

1,167 

1,430 

4,218 

5,116 

1,030 

1,022 

734 

4,355 

1,141 

1,022 

4,396 

3,800 

30 

12 

4 

45 

9 

10 

10 

20 

20 

17 

24 

19 

2,395 

1,554 

796 

1,666 

719 

426 

612 

2,145 

1,688 

1,701 

2,299 

964 


Totals 

302 

29,431 

220 

16,955 


Munster. 






Clare 

Cork 

Kerry 

Limerick 

Tipperary 

Waterford 

28 

91 

25 

107 

124 

33 

1,685 

6.485 

2,148 

6,930 

9,199 

3,166 

67 

59 

16 

176 

163 

12 

2,663 

2,494 

371 

7,808 

6,801 

680 


Totals 

408 

29,613 

493 

20,717 


Ulster. 






jLntrim 

Armagh ... 

Cavan 

Donegal 

Down 

Fermanagh 

Londonderry 

Monaghan 

Tvione 

5 
4 
2 
1 
8 

12 

6 
1 
7 

630 

173 

86 

40 

685 

2,310 

15b 

258 

4 
7 
1 
7 
10 
. 1 
1 
2 

115 

288 

660 

106 

508 

110 

75 

270 


Totals 

45 

4,137 

33 

2,022 


Connaught. 






Galway ... 
Leitrim ... 
Mayo 

Roscommon 

Sligo 

19 

1 

5 
11 

6 

1,268 

120 

338 

963 

639 

12 

6 

5 

9 

8 

440 

137 

615 

345 

242 


Totals 

41 

3,218 

40 

1,779 


Totals for Ireland, 

796 

£66,399 

786 

£41,473 


, f No. oi loaM. 1,682 
Combined Totals, < k^^oymt, £107,872. 
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I 

Extent to which the Pko\hnces avail of the Land Loans. ;■ 


670. Combinmg these totals, we find that the various Provinces utilised this land loan * 
system to the following extent in the year ending 31st hdarch, 1913 : — ■ 



Number of Loans. 

Amounts issued. 

Leii^ter 

522 (=33 per cent.) 

£ 

46,386 (=-43 per cent.) 

Munster 

901 (=57 per cent.) 

50,330 (=47 per cent.) 

Ulster ... 

78 (= 5 per cent.) 

6,159 (= 5 per cent). 

Connaught 

81 (= 5 per cent). 

4,997 (= 5 per cent.) 


1,582 

£107,872 


The extremely small extent to wlrich the Provinces of Ulster and Comiaught make 
use of this loan system is rather striking. These two Provinces together utilize only one- 
118-119 tenth of the total loans for Ireland. Mr. Hanson stated : “ The whole North of Ireland 
is worked by three men, whereas there are three Inspectoi’s in the County Tipperary alone. 
People borrow in the South and they do not borrow in the North. . . They 

may be frugal, or they may have equipped their farms with the sort of buildings whick 
people in the South are borrovdng money to erect. They may want fewer hay haras, 
for which the loans are largely required in the South.” 


Tenant-'pwchasers of under £7 VahLotion and tenants under £12 Valuation 
ineligible for loans. 

67 1 . From the Rules which we have already quoted it will be seen tliat no loan for a lass 
sum than £100 can be granted under the Land Improvement Acts (save in the case of 
advances for farm buildings, when £50 may be granted) ; nor under the Land Law Act 
for a less sum than £35. The maximum loan given in ordinary cases under the latter Act 
is three times the annual value of the holding to be charged. Thus if a holding be valued 
at, say, £12, the maximum loan would be £36 ; but the minimum, loan allowed under the 
Rules being £35, £12 is accordingly the minimum valuation on which a loan can be advanced. 
Under the La')id Improvement Acts, on the other hand, the maximum loan which can be 
made amounts to .seven times the valuation, save in the case of tenant-purchasers, when 
the Board do not as a rule make loans exceeding fi ve times the annual value of the holding. 
R IS clear that under these Piegulations a tenant -purchaser of a holding of l ess than £7 
Poor Law Valuation is outside the scope of the .system, while a tenant whose judicial rent 
or Poor I^w Valuation is under £12 is similarly unable to obtain aid. The greater security 
attqrded by a purchased holding is the ground of this distinction between the two classes 
of tanner. 


4 .U Your Committee understand that the minimum of £35 is a matter of Treasury Rule, 
that the hgui;e originally fixed was £50, and that the Treasury have not seen their way 
urther to reduce the minimum below £35. Seeing that these loans are not repayable 
22^years, there is admittedly much to be said for the retention of the 


. . -- — lo muun ro oe saia lor rnc — 

mmiimim ai £35 ; for small loans are proportionately much more troublesome aad 
expensive than large loans in r^pect of administration and collection. But neverth' ’ 
we re^et that under the existin,g system so many of the smaller holders who wouk 
glad to obtam loans for drainage and reclamation purposes should be precluded from 
doing so by the restnctions of ■RA«nia+i^v.,. uL o.i5„ j:_ j .n. 


gan to loans for drainage and reclamation purposes should be precluded froi 

doing so by the restnctions of the Regulations, and by the fact that the joint and seven 
security ot several smaU farmers is not accepted as guarantee for a loan. The erectio 
of a suitable cow-shed or byre, conforming to the conditions of the Dairy and Cow-sbe<3 
Uidei, IS one of many purposes for wiiich loans of £10 or £15 would often be very usefi 
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Evidenee as to unsuitability of loan system for small farmers, 
rro The two following are typical extracts from the etidence upon this aspect of the 4758, » 
abject Mr. Henry Doran, member of the Congested Districts Board, in speaking ot 
these loans, said 

These loans aw secin-ecl.by Deed of Cbarse on the holdings. Repayment of the loans is made 
■ half vearlT instalments of uniform amount spread over a period of 22 years at per cent., or 35 years 
t B ueromt including repayment of capital and interest. As a rule the loans mentioned are only 
at 5 P“ A ^ years at U per cent., and small farmers &nd them expensive. They find 

She? dfflciRt to mectS the Lrt period the 6 J per cent and they .Jso complain of what they lega^ 
excessive expense attending the obtaining of small loans from die Board of Woiks. It is tte 
™rtic“ f the Board of Works to charge in connection with these loans the expense incma;^ m coimeoiaon 
mth the application whether ihe money is granted or infused— the cost of sending an Inspector to the 

‘’‘““o “ So that is a deterrent t-A. Yes i in the case, of small lotms. Howevej in my opinion, these 
loans meet the requirements to a reasonable extent at any rate of landholders whose farms exceed £10 
Poor Law Valuation. That is, the larger lanaholdets.” 

The Secietaiy of the Couiity Carlow Committee of Agriculture stated in his evidence ■ 

“ On small larma a good deal of reclamation could be done if the farmer ^uld get money p J Griffin, 
at a mSonable intemst, and with facilities for paying it hack in eight or ten years. These people cannot 18104-8 
teow bom the Board of Works. The expenses of mspcction, and the difflculties of gettmg a smaU 

STlS^oSwelo^Srt^^^^^ from the Board of Works <-A. Not in the case of a loan 

Board would not lend so small a Bnm a. that !-A . That is so That class of tamer does 

not want such a sum as would cover the whole expense _o£ reclamation. He wants a sum that would 
proAncle Ihe material alone. He would be able to give lus own labour. 

Similar evidence to that received by us in regard to the diMirahihty of a smaller 
minimum for the Board of Works’ loans was, we observe, furnished ten years ago m con- 
nSn with an Inquiry into the condition of Irish tenant-purohaaers. In this Eeport 
mn colleague Mr. Bailey, stated “ We were frequently told by small purchasers men 
whose annuities did not exceed £10 a year-that it would he a peat boon to them it they 
borrow ou fair terms small .sums of .£«, £10, or up to £20 with which to make improve- 
ments that would add much to the productive capacity of their farms. 
de not wi.sh to incur liabilities gi'cater than they see then way to meet They often told 
us that a Board of Wbrks loan for the improvement ot land or houses is 
as the annuity would swamp them, or the amount they would have to borrow would be 
too large for a farm of the size which they occupy. 

The Eoyal Commission on Congestion in Ireland stated m their Eeport m l 908 that 
■■ loans can 4 procured from the Board of Works for various purposes, though the Eegula- 
tions are not, perhaps, sufficiently elastic to meet the requirements of the West. T 


Very United Extent to which Land Loams are now availed of. 

673. It is clear from the evidence received by us that if the thl^xtent 

similar buildings-a process which must mcourse of time dmmish-be exclude, t^^^^ 

to which the Irish f arLrs make use of the Land Loans is exoeedmgly sma 1, 
with the undoubted needs of agi'icultuie. We cannot but regarf 
extremely disappointing ; it would tend to shows that the con ^ i" . ^hp^read 
sufficiently adapted to the credit needs of the country, ov else that 

lack of liowledge amongst Irish farmers in regard to the system. The evidence leads 
US to believe that the former is the more operative cause. 

Mr. R. M. D. Sanders, County Cork, in speaking of the loan system of the Board o 
Works, said : — , , „ii 

“ That is not quite so elastic as I should like to ^ *1^® ThTloaurundi^tS Bolrd of ’Works 
the formalities necessary to procure a Board of Woilra loan. leouire A cheaper form of 

encourage them rather to pub up more expensive biuldm s moie^ cheaply than the Board of 

buildings will sometimes answer their purpose, and they viill put it up P / 

’Works.” _ . 

A farmer from County Donegal (a county which Tiomu"^*’ 

loans) urged the desirability of tbe system being made availa ■ ..umnaes 

“ if . man's v.tation i. £12. he has no diffic.lty in getting a loan ta hwldmg on dsamage purpose., 
and he gets 22 years to pay it back. 


’'House of Commons Return, 92 (1903), pp. 24, 25. 
tCd. 4097, para. 258. 


2 Q 
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Q. Atelpetoeirt-ItlimkitiB!— A. Yea; something aLoutej pet cent. In that case itwouH„j, I 
out splendidly ioi an industrious man. His poorer neighboiw of ^ or £3 less valuation, and equally solvit B 
and industrious, is barred from getting a loan from the Boaid. , , , , f 

Q. Do you know the reason of that \—A. I suppose they thought the larger farmer was the hetfe, f, 
security. . a ,i v 

Q. They have a rule that their minimum loan is £35 i~A. r es. 

Q. The alteration ofthatrule, yoiithink, woiddbeofservice ?—4.YeB ; I know very industrious, 1^. K 
proving thriving, small farmers, and if they got a little help to carry them on, they would do better, ^ 

. that if the smaU industrious farmers got loans, they would build decent saiutary dwelling-houses in a fe* ^ 
years ; because where there are thiivmg and industrious farmers they cau do a lot of the unskilled labom » 
themselves, and provide the rough material, such as stones, sand, and lime. If they got a loan of foiw t 
or fifty pounds, repayable in 20 or 26 years at this rate of interest, they would never feel paying it ofi' S 
and with that small loan they could erect a decent dwelling-house that a contractor would not biuld 
for £150; because all they would want is a little money to buy the material and sWlled labour. A Ion T- 
of that kind would be an immense improvement ; because the loss in the thatching and upkeep of tie 
present hovels would be as much as the instalments on the loan.” jj, 

f 

Loans for the erection op Hay Barns. f 

674. We do not know what ground, if any, there may be for the complaint maife ijy I 
some witnesses that the regulations attached to the loans of the Board of Worlcs in regard i 
to buildings require a more expensive erection than is suitable for the needs of the average ^ 
farmer. We have no doubt that the specifications have been carefully considered before 
being decided upon, w'hile the comparatively large extent to which advances are obtained 
for this particular object would point to the structures being on the whole suitable to 
the needs of the borrowers. They are probably more substantial and permanent, and 
therefore in the end less costly than bams erected by the farmer.s themselves at a smaller • 
initial expense. i 

Loan Scheme of Department of Agriculture for Hay Bams costing less than £35. ’ 

676. By a recent arrangement between the Board of Works and the Department of Agri- 
culture a scheme has been drawn up by means of which small occupiers who require ky 
barns costing less than £35 may obtain an advance for the purpose from the Departnieal, 
The Department’s regulations* state : — “ These loans are not intended for occupiers who 
can afford, or may reasonably be expected to pay, cash for the required barn, nor for cases 
in which, having regard to the position of the occupier, and the cost of th e proposed barn, 
application for a loan should be made to the Board of Public Works.” The Dcpartmeat 
must be satisfied that the apphcant is a person of small means, and, save in exceptional 
circumstances, no application will be considered from any one whose gross Poor Law 
Valuation exceeds £20. A loan is granted ouly for an amount of less than £36 ; a farmer 
requiring a loan of £35 or over must apply to the Board of Works. The applicant and two 
or more solvent sureties are required to furnish a guarantee to the Department for the repay- 
ment of the loan in ten equal half-yearly instalments with interest at the rate of 3 per cent. 

When this scheme of loans becomes more widely known, it will probably be 
extensively availed of by small farmers who do not require expensive hay barns. 


Anomaly oj two hay-ha/m loan schemes, with different conditions, administered 
hy two State Departments. 

676. It is obvious, hou'ever, that for reasons of economical and convenient administration 
alone, a loan scheme of this sort for a specific agricultural purpose should preferably be 
adininistered by a single authority, whether the Board of Works or the Department, hi 
this, as in the case of other loan schemes already referred to, we regret that it should not 
have been found possible to reduce the mmimuni Board of Works’ loan below £35, so as 
to ernbrace the smallest class of tenant or tenant-purchaser. Probably the best possible 
provisional course was taken in arranging for the Department of Agriculture to undertake 
the carrying out of a scheme of smaller loans, in spite of the anomalies which necessarily 
arise. 

Under this aiiangement a farmer requiring a barn costing £35, or over, mast 
apply to the Board of Pubhc Works, who in case the loan is approved will deduct a sum 
for e^eiise.s, and will advance the money for a period of 22 years, repayable hah -yearly 
with interest, not including sinkmg fund, at a rate of £3 8.v. 3d. per cent. A charge upon 
his holding will be required as security. 


* Printed in full in Appendix 12 to Minutes oi Evidence. 
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« n.ioliboraine farmer, on the other hand, requiring a .smaller barn costing, say, £S0 
t .mil to the Department of Agriculture, who rrill, in approved cases, on the personal 
must appj vonower and two or more approved sureties, and without any charge on 
“f'Toluna nay the contractor (no charge is made to the borrower, we understand for 
‘x'eS?™ loan being repayable in 8 years in half-yearly instalments, with interest at 

State of 3 per cent. 

Desirability of Loans to several small Farmers jointly. 

am Eenresentatiolis were made to your Committee in favour of the Board of Worto’ 

1 ™ VieiM if possible, made available for several small farmers m possession of ad]ommg 
IdiiS thus enabling them to combine for the purpose of obtaining advanc^ to be used 
id^in the improvement of their land, as for drainage, reclama,tion, &c. In 
’ Slhem Ihe Mividual holdings are of too small a valuation or rent to come within the 
Stations of the Board of Works, much could, we believe, be accomplished if the joint 
'^dtv of severnl small holdings were to be accepted. At present the Buies require 
S«t the money advanced must be expended only upon the particular farm which is given 
L security fo7 the advance, but we cannot see any insuperable obstacle to the carrying 

“‘IS’^'mlhose cases where the making of farm roads, leading, say, from the 
eWk^oad to a group of small farms, would be advantageous, it seems very drairable 
tS these faimers^should, by means of their joint security, be in a position “btam an 
for the purpose ; but under the existing regulations it appears that the Board 
advance lor tne P . I . ' , g^ejal security, but would have to lend the money separately 

couldaota p - j -nnri-inn of the road Iving within his own farm, a rather complicated 
“hVhmS"^^ wonld, of course, have to he considered 

^rdm^ssioner Hanson informed us that the present situation was unsatisfactory 

H ■* b.d been nossible to lend to groups of small holders, instead of to individuals 
H it had been borrowers and of approved sureties could be accepted p,m ots 

and If the personal security ol the .ehernes would, we are con- 

in smtahle cases, m hen ; Li„ utilised ’ We fully recognise the difficulties attached 

s^rmetruplo^ortion to the benefit received by each from the expenditure. 

RELUCTANCB ot NEW TeNANT-PUEOH.ASEES to OVEEBimDEN THEIE HOLDINGS. 

678. Our Inquiry hasled us to 

It may not be easy to meet 5 ““ ^ ^ \ of Work?. This aspect of the matter was 

loans on a more extensive scale fiom the p -DpTtnrt of an Inquiry into the condition of 
we observe, referred to some years ago in the Keport, ol an inquiry 

Tenant-Purchasers, already quoted from : 

“ A small purchaser in Roscommon when not produce enough 

Works to improve hia buildings, replied, If ^ f ® ^ere told by farmers who were desirous 

to pay the instalments, and I would Pe thatWv would not like to borrow more than 

of getting some money on loan to doing this was often given as an objection 

they wei-e sure of being able to repay, and the i p has for them a too high minimum advance. 

1»tL Board 

“ There is also an evident disposition among pviqha .esomoes. Thus a man will say, ^ I want 
from the Board of Works to borrow ruvself and borrow the other £50.’ 

to make an improvement. 1 will find m myscR and Porro^ borrowing money for 

On an estate in Kilkenny we found that ^ impiovements to what they can supply 

ony pumore. __Tliey con.ejuen^ S o° ' ' - ' 


.ny purpore. They con.equeBtly limit tjmir S.Vihei way to meet. . , 

ttAWet. They are afraid to run naks that thl Board of WorWjyMem 

On an estate in Westmeath, when thev^all said that they could not afford it. 

of loans for improyement work, and the »te ^ Aere an extraordinary improvement 

as it wonld be like a new rent to them. On an estate m Longford wn ^ .bhoitence 

has taken nlaee in the condition of the purchasers, ^ 

of borrovdng at all— even from the Board of Work . 


* House of Commons Return, 92, 1903, pp. 10-11. 


2 Q ^ 
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I 

See also This unwillingness on the part of many of the new peasant-proprietors to buidea T 

para. 833 theii recently-acquired holding with debt, save with the reasonable certainty of beijB P 
able to repay the instalments of the loans as they fall due, is one deserving of aotW »- 
but praise, and furnishes additional proof that a well-organised system of long-term S ^ 
cultural credit could, with every prospect of safety, be placed at the disposal of farmexj f 
of this class. ' 


Cost of Agricultural Labour. 

679. The increased expense of agricultural labour is a factor which tells heavily against • ' 
the medium and larger class of farmer undertaking costly, and sometimes doubtful, ”espendi- 
ture on the drainage and reclamation of land, especially if a portion of all of the cost has ’ 
Paras. to be borrowed. We refer elsewhere to the question of the Irish agricultuid ^ 

503-503D labourer and bis financial position ; we merely wish to point out here that the failuie ? 

of the farmers to avail themselves more widely of the land loans of the Board of Works ‘ 

is not to be solely, nor perhaps even mainly, accounted for by the conditions attached '• 
to such loans. The question is one which must be viewed from many aspects, if correct 
conclusions are to be arrived at. 


Negligible extent of Loans for Tree Planting. 

680. Amongst the objects for which loans may he made by the Board of Works is the 
planting of trees. Since the passing of the Landed Property Improvement Ad of 1866 
(29 and 30 Vic. c., 40.), under which these advances are made, 155 loans, amounting to 
£37,105, have been made, an average of only three loans per amium. Of these, over 40 
were ReHef of Distress loans. No loan for this purpose exclusively was made during 
the two years ended 31st March, 1913. The following are the figures giving the loans 
sanctioned for tree-planting under the above Act during recent years : — 


1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 


Tear. 


Number. 


Amount. 


' I £ 

2 I 400 

1 ! 250 

2 I 200 


2 740 

2 685 

5 2,130 


The above figures show that the extent to which these loans are availed of is insigri- 
ncant, more particularly when the admitted requirements of Ireland in respect to tree- 
plantmg are taken into consideration. 


Pecommendations oj Departmevial Committee on Forestry m regard to Tree-plartting Loa^- 

„r extreme importance of encouraging, by means of loans and otherwise, the occupim 

01 noMings m Irebnd to preserve existing woods and to undertake the planting of portioa 
T • e^austivcly dealt with in the Report of the Departmental 

SrthfT™! r. issued in 1908, which recommended that advan.® 

+„ ^ n* *“ **1® County Councils, as trustees, to enable them 

thetd K pla.ntahle land in connection with such woods, and that 

RoTcstry Authority and the Board of Works ; that increased 
W u “ *“ I"'™*'’ *“ P'™* portions of their holdings ; that 

of the rvfunf, *PT > ™ch encouragement should take the form of an extensioi 

of the of the larger holders, of an extension 

01 the system of Board of Works loans. 


* Cd. 4027-1908, p. 59. 
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If fAmmissioiiei Stevenson in giving evidence on behalf of the Boaid of Woihs 
*^'l,^E^stry Committee* said that from 1866 to Maich. 1907, W6 loans for ttee 
before the nom ; £33.600, had been sanctioned, of which 41, amounting to 

Sonoi) were Belief of Distress loans. He added that it was possible that other 
fi Sh no separate accounts had been kept had been expended on planting, bemg 
?'T6.d ur der the general heading of •' drainage, fencing, land works, &c., but that 
“^tfnrwould probably be small In addition, six loans, amountmg to £805, had been 
rocriSSs f or the exclusive pui-pose of planting. Out of 1 9,000 loans to occupiers 
Ctethrii £» of included amongst the specified objeota 

afvSating the extension of the existing County Hortic^tural Schemes the Keport 
In adyocat ng __ ^ through the Board of Works for planting purposes 

pointe ° fQj, occupiers of this class under the Zand Law {Irdan^ Act, 1881, 

™nded hy the Tramways and PuhUc Companies Aat. 1883. But the fact that 
as L during which this provision has heen in operation, only six loans 

f ^thelxclusive purpose of planting have heen granted, involving a total of £806, 
to SdkX tCSnsuitaW^^^ of the system for such occupiers and to confirm the view 
lhat the system of the county schemes is the best m this case, f 

Special nature of loans required jar devehpmerd of forestry operations. 

ABO The Forestry Committee, in deahiig with the loan schemes of the Board of "Wotta 
• 'tW, to large advances, pointed out that for the farmer holding 200 acres and upwards 

“a ^riaiger & the inducement must he of a nature that would reheve 

V ^ S somfextent fioL the immediate lock-up of capital incurred ui planting opKatioms, 

^vl t trsSm a guarantee that the outlay would prove a sound mvest- 

S £y 1o“L! with defeiie! intoest, absolute security of tenure, and tree advice m all 
itanches of forestry, were the chief essentials. 

matter is so great that we would fhJ twentv-afth vear begin a scale of repayment extending 

for, say. the Irst twenty-five years Laredls at present. Ve would, further, 

the loan over a penod in all of, say, h free charging him only the traveUing expenses 

of the system.”! 

Proposed transfer of Forestry Loans to Department of Agriculture. 

683. These suggested changes seem to us 

•.s“5 ti'.s £ EXSr-'-ie • 

““XiXriXX" a. srit.x 

missioners of PubEc Works strongly L mlTyTe^pe^s Wtabk 

for planting purposes, wbetber for smaU or by Irish 

aud is almost a neghgibie factor in Committee of Inquiry of 

farmers. We fully ! J • that “it is a question well worthy 

1907 into the work of the Department of Agr nlanting should not be vested 

.f wbp.tbPT the admimstration of loans ipx 


1907 into the work of the Department oi Agueuiuuic i ti^g should not I 

of consideration whether the Board ofVorks^as at present. Future 

in the Department of Agriculture he unSkir undrn th"e :dS eitte 


)epartment of Agriculture instead oi m ,-,v.der the advice either of the 

, ______ ty private ownees wdl P'f 

Department’s Chief whose auspices planting will be 


Department’s Chief authori^Jmder whose auspices planting will be 

and it appears to be desirable that 3 r^larpd now in almost every county, 

undertaken, and which is, through its ms tu > P j management 

in a position to supervise the operations of plantmg Mb tne lu ,, 

of the woods, sho&d also be the authority responsible for the issue 

•See Minutes of Evidence, Beporl of DepanimMal pn Sh^S?™’ . . 

tReport of DeparUumUA CommUlee on 7m/l Forestry ("v X and in oo-opetation witk 

tPartionlirs of tie action taken by the Department of ^neitoe^ 4^,, inland, will be 
»veil County Committe.8 of AgiioidWe ta the X T29M9X-t). 

found on pp, 924S of the Department's 13th Annual Report, ioo. looo- 
SOd. 3572-1907, p. 76. 
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16 & IG 
Vic., c. U 

10 & 11 
Vio., c. 32 

13 & 14 
Vic., c. 31 


r. Hanson, 
«2-65. 


Para. 676 


23 Vic., c. 
19 


No Loam for the erection of Scutch Milk advanced by Board since 1894. | 

684. Under an Act oi the year 1862 authority was given to advauM, out o£ any momr ^ 
authorised to he expended upon the improvement oE landed property in Ireland, under tli t 
Landed Property Improvement {Ireland) Act oi 1847, or me Public Money Ihainage Ad U 
of 1850, loans “ for tlie erection of building suitable to scutch mills for flax in Ireland, and t- 
fot the ’formation of watercourses and weirs necessary for providing water power for the 
same.” The total amount advanced by the Commissioners of Public Works for thh I' 
particular purpose has been comparatively small, i.e., a sum of £.4,754 m u period of 60 T 
years. Of this sum £4,055 was lent to landoumers previous to the year 1873, while £699 I 
was advanced to tenants before the year 1894. Since the year 1894 no money has been t 
advanced for the purpose, either to landowners or tenants. t 

Under the Act of 1852 it was provided that loans should not be made “ for the erectioa j 
or supplying of any water-wheel or any machinery for any such scutch mill for flax.” The ? 
regulations °of the Board accordingly point out that the cost of providing the requisite [ 
machinery and initial fitments cannot be included in the loan, but must be provided out 
of the private funds of the applicant.” Thi.s legal restriction must inevitably have had 
an influence in discouraging applications fox these loans. Whatever the cause, the outstand- 
ing fact remains that in the last 40 years a sum of only £699 has been advanced by the Board 
of Works for the purpose, while no loan has been, made for the past 20 years. 

We observe that the Departmental Committee on the Irish Flax-growing Industry, . 
which reported in 1911, after specifying various ways in which the improvement of the . 
flax industry throughout the country might be encouraged, recommended that “ special 
efforts .should be made to promote the revival of the industry in districts where it is now . 
almost extinct. In such cases we think the Department could legitimately render 
assistance of a direct character, such as by affording help in the erection of new or the 
renovation of old scutch mills, when by .so doing they would not injure private enterprise 
or the interests of the proprietors of old-established and satisfactory scutch mills. 
Considering the extent and importance of the industry, the gross value of which is about 
£500,000 sterling per annum, the Department would be justified in setting aside for the 
above purposes a much larger sum than they have hitherto done.”* 


Scutch Mill Loan Scheme oj Department oj Agriculture. 

685. The Department of Agriculture have issued for the repair and equipment of 
Scutch Mills, 5 loans, amounting to £740, up to March, 1913. Under this Scheme the 
borrower and at least two sureties furnish personal security to the Department for the 
loan. A mortgage may be asked for, but so far this has not been found necessary. 
These loans, unlike those of the Board of Worlcs, can be utilised for the erection of 
machinery. They are repayable in 5 yearly instalments, with interest at the rate of 
2-i per cent, or in special cases, in 10 years, at 3 per cent. It is, of course, too early yet 
to estimate the extent to which the scheme -will be taken advantage of. The perils 
for repayment are much shorter than that specified in the Board of Works’ scheme, ie., 
22 years ; the rate of interest is lower ; no preliminary charge for expenses is made ; 
the money may be expended on machinei}% as well as upon buildings ; while personal 
security, and not mortgage security, is sufficient. We may again point out, as we did 
when dealing with the hay-barn loan schemes, that there seems to us an undesirable 
anomaly in two Irish State Departments administering side by side distinct schema of 
agricultural loans intended to fulfil the same object. 


Loans for the Erection of Dwellings for Agricultural Labourers. 

686. The number of loans sanctioned by the Board of Works for the erection of dwelling 
for agi'ieultural labourers since the passing of the Act of 1860 which first authorised 
advances for the purpose is 1,011, amounting to a total of £407,814, of which 15, amounting 
to £3,760, were approved in the year ended 31st March, 1913. Under the Land Law Ad 
(1881) loans were made to tenant farmers who, as a condition attached to the fixing of 
a fair rent, erected labourers’ dwellings on their holding.s, such tenants being deemed to 
be pei-sons to whom a loan may be made under the Landed Property Improvement {Ireland} 


* Report oJ Depaitiiiental Comniillee on the Irish Flax-proxving Industry (Cd. 6502), 1911, p- H- 
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i r +lip improvement or building of dwellings for labourers, as if they were owners. 

&nce the Act came into operation, 260 such loans, amounting to £15,275, have been 

sanctioned. 

T nans of this mature have, however, practically ceased, as a result of legislation em- 
powering Local Authorities to borrow for the erection of labourers dwellings. 

Mation oj Board of Works’ Uan Bchrnm to those of otlm- Government Defartments. 

At first- sight it might seem that the fact of the Congested Districts Board having in 
Sion in the Western districts schemes of grants and loans for the erection and improve- 
Efrdwelhng-houses and out-offices would largely account for the hmited 
“■•J- T, farmers of the Province of Connaught avail themselves of the loan system of the 
bS rf w“r Brseeiug that the Congested Districts Board definitely exclude from '04 
SendL schemes for these purposes agricultural laudholders whose valuation exceeds 
S Iwfe Sie Eegulations governing the Board of Works’ schemes, as we have indicated, 

* thSe loans leaohmg tenant-purchasers whose valuation is below £7, or tenants Pats. 67i 

’’w iuM rent or Poor taw ValiiLon is below £12, it seems obvious that the hmited 
Iroe the Western farmers make use of the Board of Works’ loans cannot, to any 

coSeraUe extent, be dne to the operations of the Co^ested Districts Board m to sphere. 

Nor again can the financial aid given by the Estates Commissioners or the Depart- 
ment of Aaricultnie to farmers for various agricultural purposes be considered as com 
witlfthe land loans of the Board of Works, the objects of the advances being 
toSrae extent different. Care is also taken, we are informed, to avoid as far as possible 
to a , ae.istance bv two State Departments to the same borrower. Thus 

Hi Son in reply to the question, “Is there any co-operation between the Board of Wor^ us-D 
id the ESaterCoSssio^^^^^ in the matter of loans ?” replied: There is not so much 

and the Estates ™vent overlapping. The Estates Commissioners some- 

teeygavehimwassiTO-dto^v^^^^^^^^^^ 

to seriTa Sas got a loan Lm thf Congested Districts Board, and if so, we get reports.” 
tVe hove little doubt however, that in those oases where farmers are equally q>f lifted 

Mortgage Security anu Personal Security. 
es8. The Department of Agriculture m o 

•seliemes do uot require any charge upon Rnrvower sannorted bv that of two 

after doe inquiry with the ^ has been found perfectly satisfactory 

.necessary in comparatively few cases. , i c „,v. 

. 1 the erection of substaiitiai tarm 

It is undeniable that m some classes of to,hohnd Thus the Depart- 

bnUdbigs, the only safe security for the lender is “ ^ erection of Village 

ment of Agriculture require such sccuTitv 

Agricultural Halls. But in the majority of agricu antmlv of fencing, and for similar 
barns and sinfilar structures required by iu addition 

objects — we think that the personal security of .nffieieut ■ the expense and delays 

to that of the borrower would prove in most cases qui ■ , ^bus he largely elinu- 
cntailed by the process of obtaining a charge upon 8 nbaraotcr and financial 

nated. If judfcious inquiries were to be made m “f W ^ would be 

position of the borrower and his proposed sureties, -irpriartnient of Agriculture have 
trifling (as exemplified b y the few eases m which the Department j 

• iieport of (he Commiismnere of PuHie Worts, (Od. 6971), 1912-13, ?■ 33. 
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had to take legal action in connection with their advances on personal security), while I 
the consequent simphfication of the system would render it much more readily available- 
for the small farmer. 

Public Advertisement of Pro^wsed Loans. j 

689. A frequent cause of delay in the obtaining by farmers of advances fTom the Board ^ 

of Works is the statutorv requirement under which the Board has to advertise a proposed a 
loan (this is done both in the DuUm Gazf.e and General Advertiser for loans under the fl 

Act of 1847, and in the General Advertiser and a local newspaper for loans under the | 

Act of 1881) in order that any encumbrancers or others interested in the land in question ? 
may have a.n opportunity of objecting to its being made. The Acte provide for an ?■ 
inquiry by the Board in case such an objection is lodged. We were informed by Mr, t- 

Hanson that no occasion for the holding of an inquiry ha.s arisen in recent years, and f 

that in his opinion the necessity for advertising might be dispensed with. It is needless i 
to point out that this public armouncement in the Press of intended borrowing by a | 
farmer must inevitably act as a deterrent in many cases to these loans being apphed for, I 

Tara. 485. Pew boxrow'ers are willing to have their financial transactions thus made known from the ( 

housetop ; and the agricultural classes are probably the most reticent in this respect. 

We consider that this necessity for public advertisement should be removed, a 
discretion being left to the Commissioners to take such a course when deemed advisable. 

Summary of Procedure connected with Board of Works’ Loan System. 

690. The following extract from the Memorandum kindly supplied to us by Mr. Haneon 

gives in a concise form the procedui'e necessary before a farmer can obtain a loan bom i- 
the Board of Works : — ' 

“ When anj'one applies fv>v a loan, the first step is to send a query form which <iuables him to give : 
some particulars of the work for which the loan is requhed, and the l.'md which is to be improved. The 
next step, if the case- appears a suitable one, is the presentation of a formal memorial applying for tk- 
loan. After this the Board’.s Solicitor inquire,s into the applicant’s title, and this being shown to be 
satisfactory, a preliinnraiy inspection of’the holding is made by one of the Board’s staff of Inspeclois, 
technically qualified men, with knowledge both of land valuing, practical farming, and the construction 
of buildings and other works. 

The principal point,? to which the inspection is directed arc the suitability of the proposed work to 
the holding, its financial piaeticahility and the state of the holding itself, as showing the capacity and 
industry of the applicant. The report also comprises a full description of the holding, and method 
of its cultivation, with an estimate of its value as seouiity for the loan. Besides making this report, 
the Inspector either prepares plans, specifications, and estimates for the proposed work, or revises those 
submitted by the applicant. 

If upon this report the loan is approved the next step is to advertise it. This is a statutory require- 
ment in order that any encumbrancers or other peraous mter^ted in the land may have an opportunity 
of objecting to the loans being made, and the Acta provide for an inquiry by the Board in case such an 
objection is lodged. In practice, however, no occasion for an inquiry has arisen in recent years. 

After the period laid down for advertisement has concluded, and Treasury sanction to the loan ha* 
been obtained, the legal securities are perfected, and the borrower is then at'liberty to begin the work. 
Instalments of the loair are issued as the work progi'esses, on the report of the Board’s Inspector that 
it has Ijeen carried out iu a satisfactory manner. The usual practice is to issue iustahnents in arrear, 
I'.e., after the boiTower has expended or incurred liabihty for an equal sum. If instalments in advance 
are rec[uired, a special bond has to be executed for their due expenditure.”* 

System of loans not sufficiently elastic for needs of small farmers. 

691. Your Committee are convinced from tke evidence they have received, and from the 
coiLsideration which they have given to the pre.sent extent and operations of these loan 
bcheme-K, that on the whole they are unsuitable for the pre.sent long term credit require- 
ments of the .small farmers of Ireland. The delay caused by inquiries as to title and by the 
statutory requirement a.s to advertising ; the high minimum limits of the loans ; the 
natural objection in many cases to the public announcement of a farmer’s intention to 
borrow ; the deduction of a fairly heavy charge for expenses — combine, with other con- 
ditions, to make the system one which, while it may be suitable to the needs of landlords 
and uirge farmer’s, undoubtedly deters the .small class of agriculturist. The present 
want of elasticity in the system is, we fear, fatal to any prospect.s of its successfully 
talcurg the important part which it otherwise might in the development of long-term 
aOTicultur'al credit in Ireland. The attitude of the majority of small fanners towards 

J. O’Doandl RV.stem inay be summed up in the phrase used by a County Donegal witness, “ we cannot 

* aee rt open. 

In some districts also, general ignorance undoubtedly prevails as to the terms on which 
these loans can be obtained from the Board of Works. This was found to be the 


* See Appendix 10 to Minutes of Evidence. 
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ten years ago in connection witk the Inquiry into the condition of tenaut-purchaseis. 
Mn many cases small tenants were anxious to get money on loan from the Board of Works 
the carrying out of yarious improvements on their holdings, but they did not know 
h w to go about the matter or under what conditions loans are given.”* We have no 
reason to doubt that similar ignorance prevails to a large extent to-day. 


Need for Eeorganisation of Bo-aed of W^orks’ I, and Loans System. 

692 Yom? Committee believe that with perfect safety to the lender much could be 
Sene to tender this system of long-term loans more beneficial to Irish agriculture, and 
f mecially to the smaller farmers. It is obvious that where the period of the loan is 
wcessarily extended over a considerable term of years, the agency of a Co-operative Credit 
Society cannot meet the need ; although for a short term of years, with the loan repayable Fare., vi.s-a 
tiv remlar instalments, much could be eflected by strong Credit Societies, especially m 
advances for the purchase of live stock. The Congested Districts Board, the Estates 
Commissioners, and the Department of Agriculture have each, as is made clear in our 
Ecnort done much in the way of loans and grants to assist the smaller agricultural 
classes.’ The Board of Works has also in former years performed valuable .services by its 
loan schemes, especially in times of exceptional distress ; but this system of aid for land 
improvement purposes is, as we have shown, acUpted more for the requirements of 

landlords and larger farmers. . n ui 

We are, therefore, in full accord with the recommendation of the Forestry Committee, 
who after making certain proposals for changes in the Board of Works’ loan scheme for 
foieiry added; “ it seems to us the time has come when the whole system of land 
inmrovement loans for other subjects besides tree-planting should be put on a new basis 
and adjusted to the circumstances created by the Land Burchase Acts, and by the schemes 
ot agricultural improvement now being carried out in every county under the Agriculture 
and Technical Instruction Act. It should be possible also, as is now the case m a certam 
class of loans to occupiers, for tree-planting loans to be moluded with loans for general 
improvement, such as drainage, afiecting other parts of the holding. By this meam 
the area of security would be widened; and if the improvement loans are also only made 
in accordance with expert advice, the security of the State would receive a further strength- 

^Co-ordirmtim of schemes of Board of WorJes and of Bepartment of AgricuUme. 

693, Tour Committee arc of opinion that if such a reorganisation of fmotions wme 
found to be feasible, the most satisfactory plan would be for the admimstration of the 
purely agricultural loans now advanced by the Board of Works tor such purposes as 
tree-planting, fencing, &c. to be ttarmferred to the Department of Agriculture, who have 
in thL largf staff ofAgrMt™’ Instructors and Oveiseers scattered through 
and working both directly under the Department and under the County Co^ittees of 
Agriculture; an exceptionally ready and inexpensive means of ascertaming the leq^mre 
meats and .standing ot farmers applying for loans, and the probability ot such loans 

‘“\rog“Cf;er. that the eidsting loan schemes of the Board of Works have 
been gi-adnally built up as the result of vanjius Acts 

hefoie the D^artment of Agriculture and other lendmg State j 

were in existence — and that any transfer of the admimstration o p iftoioKtion 

from one Department to another would entail obvious difficulties and 

we recommend as an intermediate course, though one much interior m 

fa as possible the operations of the Board of Works and of the Dep^rtm-int o 

in the administration of their loan schemes for a^cffitnral 

deflnitely co-ordinated. For instance, the opimon of the County ^ 

as to tL advisability of maldng a loan in a, particid«. ““ 

exceedingly useful to the Board of Works. Agam, the A^'icu ;!pt,,i avenev for Piwre. 642-044, 

the Department, suggested in our Eepoit, 

bringing about greater co-ordination between the agricultmal 

two Dipartments. It would be most deshable. therefore, that ^ tepicsenm^ 

Board of Works should be a member of the suggested Advisory Committee in connectio 
witt this Credit Section. , ^ c lAon qr.Kfme.s 

But it is exceedingly improbable that the Board_ of asrieulture 

can.be made adequate to the long-term credit requirements of 
unless important changes are made, whether by legislation or by gn j 
directions indicated in this section of our Report. _ 


» into a» jeeKni erniidm of Temnt-furehma, mukr the Land Fmhm Acts (92). 


* Report of a 

t Report of Departmental C<mmittee on Irish Forestry (Cd. 4027-1908), para. 77. 
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689-692 


f Para. 088 


I’ara. 077 


Paras, 6SO-3, 
692-3 


694. Our conclusions and recommendations in regard to the Land Loan 
administered by the Board of Works may be summarised, as follow.s : 

(a) These loan schemes are of special importance in relation to rural credit in Lek i 
as being the only system of long-term loans for land improvement and similar pure ’ 
in force in the country, available for all landowners and farmers fulfiUing the 
conditions. • ^ 

’ (6) The Arterial Drainage Loan Schemes of the Board are admittedly quite insuffiripnf 

to cope with to urgent problem. The operations of the Land Purchase Acts have biouek 

about conditions calling for a modification of existing legislation in regard to drainam' 
and State action on a considerable scale is essential, if the serious financial losses to farmm 
through flooding are to be prevented or diminished. 

5 (c) In past times, especially during the period of the famine, large amounts havp 

Board of Works for drainage purposes ; but during the three veam 
ended March, 1913, only £688 was lent by the Board for river drainage throughout thp 

maintenance ; an annual average of fittle over 
iiiese loan schemes are therefore now practically negligible in their operatiom 

' (d) Of the total advances of £109,000 made in the year 1912-13 under the land loan 

sch^es, over 97 per cen^t. was for farm buildings and cottages alone, the larger proportioa 
of tlus being represented by hay bam loans. Less than 3 per cent, of the total 
was lent for the purposes of field works, land reclamation, drainage, &c. 

■ i-eluctance of mny farmers to increase imduly the burden upon their holding 

> / himted resoi-t to the Board of Works’ loans, while the cost of la5 
and the necessity for mcurrmg initial expenses in addition to interest, are other factors. 

iindi/fW Regulations no loan for less than £100 can be granted 

^itedfnm ^ r buildings, when £S0 Ly be 

forUe^ vew CISh Law Ad for a less sum than £35, is one of the main causes 

needs of schemes, which are not sufficiently elastic for the 

aSefhrdLt for public advertisement of the proposed loan is 

another hindiance which might be abohshed with advantage. 

the scone^ holding of less than £7 Poor Law Valuation is outside 

L in ^sitor^n^ ^ or Valuation is under £12 

obtain these useful loan.s. numbers of Irish farmers are inehgible to 

so ai to Srto (and, if necessary, existing legislation) should be amended 

loani,'^'l^royS®%?Ztl trouble and expense in tbe case of small 

bas proved entirely satisfactory Tn ooZtZ Zf «1 “ t nTbVnrL ^ 

casei^fhlZrnote"l:f3o1ni§^^^^ 

the aTOage “l ‘‘"'® negligible, 

ending March 1912 or 1913 aI fLo Ti ® made during the years 

for Ireland, the adnZ Son ^f !ucb 

forestry fniotions There rlrsti r • t^e Department’s 

lending operations of these W^DepirtmentT^^^^'^ co-ordination between the various 

should be registered^ZtffLml^iiZ^’Z"’,'”*^ '°™ eelemes of the Boaid 
Deeds ; any fegal diffi„uL\';h?h“?S “sSlrbeZlZr ’ 
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•VGRIOULTURAL LOANS AND GRANTS MADE BY THE CONGESTED 
"" DISTRICTS BOARD. 


The various schemes of loans and grants administered by the Congested Districts 
■R arc! in the conf^ested areas have naturally a verv import'ant beating upon the question 
f agricultural credit in these districts. This Board was established in the year 1891* 
Sth a view to dealing with the special economic problems of the poorer Westem parts 
of Ireland. 

Needs oj “ congested ” districts found also in non-scheduled areas. 

695 Full particulars as to the principles adopted in sched'^ng districts as congested 
mav be found in the Renort of the Royal Commission on Congestion in Ireiand.f Generally 
• r it niav be said that no electoral division in any county was scheduled unless 


miP fifth of the total population of the county lived in electoral divisions where 
?he average valuation per head did not exceed 30s. This necessarily arbi^ary 
aTi-anffement— possiblv the beat imder the circumstances~was not wholly salastectory, 
fnv it e.xcluded from the Board’s operations a certain mmiber of poor electoral ^visions 
in the other counties of Ireland, where the average valuation was only 305. per head, or 
]p'a But it would have been impossible for the Board to deal ivdth isolated areas scattered 
over the other three Provinces ; it was essential that their efforts should be centred m 
fl fairlv homogeneous, self-contained area. _ , . , , , t j. j 

Your Committee think it well, in view of the attention wh.ich has been directed 
to the economic conditions prevailing in the specially schednled di.stncts, to 
men the fact, freqnentlv confirmed by the evidence received at out Inqumy, that the 
position of mmibcrs of .small farmers in other parts of Ireland m respect to the credrt 
Ld capital needed for the stocking and improvement of their holdings is m no respect 
“il Sactory than that of agriculturists hold^ similarly --f 

airast We find that this opinion is supported by the view of the Boyal (.omiission 
on CoMestioii who stated : " We both heard and saw sufficient to oonvmce. us that m some 
offimtie! besides those containing scheduled districts, there are considerable arras of agri- 
Sml congestion, and in maSy others there are scattered spots standing m need of 

''’''b^assinv we mav say that for convenience’ sake we retain the use of the term 
" congested ” Sthough the scheduled areas are not congested in the usual sense, the popula 
tirtfere beim bv no means dense. " The term as applied to them meem httle more 
than exceptionally poor • the average valuation m the congested districts of each acre of 
M oc™PbT&^^^ holdings is 3s. Od whilst the -^“fX^nrbl^h 
the rest of Ireland it 12s. Id. Hence the trouble is not the scarmty 

scarcity of any but the poorest land. . • i *^11 rl wa^ the nanacca for the 

rpin/fiv nsiiflllv reserved for congestion properly so-called— was the panacea lor rne 

distress existing to tbe West of Ireland led to these poor areas being 

described as congested districts.”|l Unsuitable as the term ls, it has now received tn 

sanction' of time. 

INDU.STE1ES SUBSIDIAUY TO A OEICTOTORE AS A MEANS 0¥ INCREASING THE 
Faemer’s Income. 

686. A special feature of the agricultural “™omy »f the 

difficulty often found in supporting a family upon the produc ^ ^ I 

sources of income, often ^ a rather precarious nature have 

extent, relied upok to make ends me et. Rural industries, including the makung 

* By the Act 54 and 55 Vie., c. 48, {Purchase of Land {Irdand) Ad, 1891.) 

t Cd. 4097— 1908, paras. 5-20. , fouuties of Donegal, Sligo, Leitrim, 

t By Section 46 of the Irish Land Act, 1909 (9 Ed. •, • . , • County Clare, were each defined as 

Roscommon, Mayo, Galway and Kerry, together with ax Rma „ forming another such Congested 

forming one Congeked Distoicts County, fom Rural Districts in Coimty Coit loiming an 
districts County. j. tliiTil of Ireland, the population of 

Since the year 1909 the area of the oongerted districts ® the rateable valuation is 

these districts is about one-fourth of the total popuktion o contain over one-third of the rural 

about one-seventh of the total valuation of Ireland. The congest^ aieas contain 
population, hut only one-sixteenth of the town population of iieianci. 

|Cd. 4097 — 1908, para. 311. 

\\lbi(l., para. 8. 2 R 2 


See paras. 758- 
7C5 
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spuns, lace making, knitting, &c., play an important part in tke maintenance of th 1 
of many a small mrmer ; while in numerous cases the sale of seaweed and turf 
from relatives in America, add materially to the household income. ’ 

Another striking feature of portions of the congested districts is the extent to V v 
a large number of amoultural labourers and small farmers add to their scanty 
by their earnings in Great Britain as migratory labourers for five or six months in the 
This practice and the causes which have led to it liave an intimate connection 
general problems of agricultural labour in Ireland, which do not come within the 
of our Inquiry. 

Earnings gained by sea fishing are often of more importance to the farmers on th 
West coast than any profit obtained from agriculture. Although the special circumstanc* 
of this class, half farmer, half fisherman, were brought under our notice in evidence ^ 
have not considered it necessary to give their case separate consideration. We hehev'* 
that the recommendations made in our Report for the improvement of facilities for obtaining 
capital for reproductive purposes by small farmers would cover the requirements of tli! 
great majority of the class to whom we have referred, when taken in conjunction with 
special lo^ and grants for fishery purposes. The development of the fishery industry 
on the Western coasts, and its requirements in regard to capital, are, we understaiv] 
receiving constant consideration from the Congested Districts Board. ’ 

Some Family Budgets showmg receipts and ex^iditure. 

■ j- are given, founded on 

individual mqmnes, as to the receipts and expenditure of families in the Western districts 
“P™ "P™ “giiculture combined \vitli tome mduBtide! 

fishmg, Lc., for then hTehhood We insert here three of these family budgets, lepreseatW 
oS TW in oid^ry oiici^tanoes. but not mduding the poorest c2 

twenty years which have elapsed since these 

the fact still lemams that the standard of hvmg is low, even in the better-ofi districte, 

(I.) 

Beoeipts and Eipeaditme of a femily in miimrij riremutamxs, the receipts beiiia 
deiived dtogether from Ag-muUure. ^ 


Receipts. 

Sale of batter 

Sale of cattle 

Sale of pigs 

Sale of sheep 

Sale of eggs, wool, &c., 


£ s. d. 
. 10 0 0 
. 10 0 0 
.600 
.400 
.300 


Rent 

Cess and Rates 
Clothing , . . 
Meal and flour 
Groceries ... 
Miscellaneous 


£ s. (1. 

7 0 0 

12 6 
6 0 0 

8 0 0 

4 0 0 

3 0 0 


Home produce comimed by the family is valued at ahont £12. 

(n.) 

Receipts and of a family .h oirmn^noes, the receipts beiuj 

_ derived from AineiMwe and Bmie IndiMries. 


Receipts. 


Sale of eggs 
Sale of fowl 
Sale of cattle 
Sale of sheep 
Sale of wool 
Sale of pigs 
Sale of hay 
Sale of com 
Sale of butter 
Sale of tiirf 
Grazing payments .. 
Embroidery work or 


i 17 6 
) 10 0 


10 0 
5 0 
4 0 


Kent 

Cess and taxes 

Meal 

Klour 

Tea 


Tobacco and snuff 
Light, soap, salt, <fec. 

Kiiiohase, &c., of young stock 
Olotbing ... 


£ $. d. 
3 0 1 
0 11 C 
6 6 C 


5 4 
1 12 
2 16 
1 3 
4 6 


£36 10 10 I 


produce consumed by the family is valued 


at about £1-5. 
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(in.) 

Receipts and Expenditui'e of a family in ordinarij drcmistances, the receipts being 
^ derived fmn AgncuUure, Fishing, and Home Industries. 


REcniPrs. 

Sale of heifer or bullock 
Sale ol five sheep ... 

Sale of pig 

Sale of eggs ... 

Sale of flaoinel or tweed 

Sale of com 

Sale of fish 

Sale of knitting, &c. 


£ s. 

d. 


£ s. 

d. 

4 10 

0 

Rent 

... 2 0 

0 

3 5 

0 

County Cess 

... 0 5 

8 

3 10 

0 

Tea 

... 5 17 

0 

2 4 

4 

Sugar 

... 1 19 

0 

3 10 

0 

Meal 

... 7 14 

0 

0 15 

0 

Flour 

... 1 17 

6 

8 0 

0 

Clotking ... 

... 6 8 

6 

1 0 

0 

Tobacco ... 

... 2 7 

8 



One young pig 

... 0 15 

0 



Implements, &c. 

... 1 4 

9 

£26 14 

4 


£30 9 

1 


Home produce consumed by the family is valued at from £5 10a., to £10. 

ImpoHance of Rural Industries in raising stancUird of comfort. 

698. In tlieir Report for 1911-12 the Board make the following reference to the financial 
position of the possessors of holdings on the Western coast “ The sea-board tenants 
could not support themselves out oi theii' little farms. Their other sources of income 
are sea-fishing, seaweed burning for kelp, sale of tmf for fuel, acting as boatmen or 
attendants to angler's or to persons who take shootings, going as migrato^ kbourers_ to 
aoricultural districts in Great Britain or in other parts of Ireland._ Women and girls 
in many places can get employment in some of the various sorts of industries introduced 
by the Board., such as lace or crochet making, knitting, embroidery, the making of carpets 
and lace curtains, and also in carding, spinning and dyeing the wool used m the manufacture 
of homespun tweeds. These several industries for men and women do not all eo-exist 
in each, locality, but there are comparatively few places along the sea-board where 
important additions to the produce of the farm are not to be found. Our efforts to improve 
the resources and provide a more comfortable life for the people of the western coast must 
be directed towards industrial rather than agricultural development. 

Your Committee are in full agreement with the view thus expressed as to the 758-766. 
importance of the development of small rural industries not only in. th^e Western amas, 
but throughout the country generally. Immense potentialities exist m th^ sphere which 
I’emain undeveloped partly through lack of adequate facilities for obtammg capi a an 
credit on suitable terms. The fact that the earnings of the lace and crochet classes con- 
ducted under the Congested Districts Board during the year ended 3ist March, 1912, 
amounted to £30,616, of which over £16,000 was earned m County Mayo, will give some 
indication of the help thus afiorded to the households of struggling famers. In referring 
to the fact that almost £4,000 was thus earned by a single class m one of the poorest districts 
in County Mayo, the Board point out that “such an amount paid m wages means that 
most of the families which used to struggle in painful poverty are now enabled to five m 
comparative comfort.” 

Beneficial results of Land Purchase o'peraAions upm fi^mndal position of western 
farmers. 

699. A useful sketch of the condition of the population of the congested districts is 
tained in the Nineteenth Report of the Board, issued after the re-orgamsation of the Roard 
and the increase in its finances brought about by the Land Act of 1909. Ihe Boar ere 
, -n ,1 I.,- smcetheformation 


of the Board in 1891, the condition of the inhabitants has undergone a very great ch^g 
for the better, due to the fixing of fair rents and to Land Purchase, the i^uence of htemiy 
and technical education, the opening up and completion of communicatmns, y S’ 
stiation of Public Health Acts, aided by voluntary associatiras, and the raising oi me 
standard of hving as regards food, clothing and habits. _ The occupiers o , 

We been able to take advantage of the Land Acts have gamed ^anc^y to extent 
of the reductions in their rents or mstalments, and not only are their financia . 

proportionately increased, but a stimulus has been given to them to improve 
^^^wing to the improvement of communications, prices for produce are also 
districts so opened up.”')' 

* Cd. 6553-191 2. pp. 11-12. „ 

+ — .7 Ocmgested Districts Board, Cd. 5712-1911, P- 
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Wide Powers of Congested Districts Board in assisting Agricultunsts. 

700. Inconsideringtlieqtiestioiioftliefiiiaiicialassistancererideredtoagricultuiist 

the Congested Districts Board, it must be borne in mind that the Board were given - 
Avide powers and discretion for the improvement of the congested districts. They \ 
empowered to take such steps as they thought proper in aiding migrants or emigraufefm^ * 

nrtn<v£.o+.o/1 /lio-H'i/'+.c iTir>T<»ci Hinor +,|io siyft nf hflldinCTS. fl.nd rlf».vpln-nin« 


the congested districts, increasing the ske of holdings, and developing agriculture I 
improvement of live stock and methods of cultivation, both by^direct and indirect ineans ^ 
They were also empowered similarly to aid and develop all suitable industries, includin' ^ 
fi.shing, weaving and spinning, &c. No other Government Department in Ireland^ f 
been left so unfettered as to the objects upon which its funds may be expended, and% 5 
methods of such expenditure. 

The increase in the Board’s annual income m the ^ear 1909 from £86,250 to £23i om ‘ 
was naturally of material assistance in extending their operations. The Board ri^tir ; 
regard their most important fimction as being the purchase of land from landlords^! | 
its resale to tenants, after making any needed improvements. In a recent Report*^ ' 
Board state ; — “ It is in the re-arrangement of small holdings and in the TURlnrtg Qf ’ 
farms and houses for migrants that the largest expenditure of capital is made ; and it is 
in such inland districts, where untenanted grass land is available, that the really satisfactorr I 
work of the Board from an agricultural point of view is done. We are able in such loealito ^ 
to provide many families with holdings sufficient for their support, and there are still mote ' 
instances in which we can greatly improve the condition of other families by increasicg 
the ske of their farms. In such parts of the country also, holdings are re-airanged^ 
consolidated, so that a farmer is very often given a new holding, consisting of one plot 
or of two or three neighbouring plots, in exchange for a large number of detached aad 
often distant httle plots which cannot be worked with advantage by him.” 

The making of lo.ans or grants to farmers is in the case of the Congested Districts 
Board, as in that of the Estates Commissioners, merely a subsidiary part of their operations 


Special dreumstances of Poorest Districts on Western. Sea-hoard. 


701. Special arrangements have, we understand, been made bytheBoardiaregardto 
the ppo^t portions of the Western sea-board, including Connemara and parts of Donegal 
Mayo, Clare, Kerry and West Cork, where the estates are not so capable of development 
by (h'amage or re-arrangement of holdings as the average inland estate, there bcong 
^ no ^tenanted lands available for tbe enlarging of any considerable number 
oi hotogs. rhe finanaaUy straitened position of this section of the rural community 
may be seen from the following statement of the Board — 

ownersMp of these estates wiU have compai-atively little effect in dhectly imprcmM 
to o^vnership may stiimdate them to inci3 
£?ei tSLST!^^ their lands and homes. The rents, as a ind;. are small, and the difference 

“ - 

•hvavs ‘'“I" in the poorest of tlieso distiieta is 

rf tSL (le» S n ? ^ ■“'* lorge immber of cases the entire aioMo! 

positim of . T V'* £2). ™nld not appreciably improve the Sna».l 

L ™ *■'? m " mfioient number of these people eam..t, 

remain v'e are of oninirm tK t fhstricts so as to substantially enlarge the holdings of those who 


can to 'help them te^mpierthe^eSorrur^S^^^ ” 

in hands ™ 

their houses and out-ofiicto ^d in assistance to the people to improu 

scattered holdings while at’the same neeessa^ accommodation roads, and in consolidation ol 

other localiZSs tomtotonro^^ 'P™,*' "»'>» *» ‘It' 

Wo uoto tb Tal’ ”* employment for a proportion of the people.”! 

consideration, are of opinion that in order tc 
resale to teLnts not ™P™™“ent works done on holdings prior te 

They have therefore =!Pt a«irl of the outlay can be considered as recoverable, 


. , U.U.V, tut.,uuai uei loss. 

are as wTh?™ Sid IntiSr^ “ to the newholde. 

meit anTrSe S estate t 

the success of aerieultural ^^portant functions, which are at the foundation c 

require for their carrvino- ruif education, will for a considerable time to com 

pievSi L Zri SI™ ^ aad woidd, therefor 

tenant-pnrehasers commemurate ^?h“thdr a™ 




JJVU.1U, Ml. oa 
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Chief purposes for wMeh eredit is required in the western areas, 
nos, Mr Hemy Doran, pennanent member o£ tbe Congested Districts Board, m i"™- 
. . -^erfat om- Inquiry, dealt very fully udtb the credit requirements of the land 

the congested districts. He stated . , - i- , 

holders m credit is frequently requu-ed by individual occupiei-s o 


r, +liP congested districts, ile statea . — , j - .i, 

aei-» r f ®„.„oaes for wiiich credit is frequently required by individual occupiei-s of land m the 

^ iiSSLiote o£ Maud a» :-To paietoseVe stock, arti&oial manures, «e<^, molndmg 
weltem ioiness, aes-oart and iameSB, plongl or other erpen.m farm implements, bee- 

potatoes, protect crops on cnltivated land adjacent to mountem commonages ; 

keeping apphanw^^ j mibstantieOly improve easting direllings ; to provide nciv oiit-oSoes 

a loss, or he -“T ti«Sy ‘t£ X^Xme" “Jy require money (or.the hnilding and 

the money to f J poultry development, for the purchase of artihcial in^m-es, and 

SuToto Pi“r praoticaUyYxhaust the purposes for which money is required by the 

Si farmer in the western districts.” 


out that the Board of Works' loan system although ' 

> Ih. m a raasonablo extent for the larger landholders, did not meet the needs of those 
suitaWeto n-wing in great measure to the excessive expense incurred , whde 

Xse yaStion Ls less than £10 were yirtually deprived of this financml 


Loans ion Agmoultdeal Purposes made by the Congested Distmcts BoAsm 
Ti.._3 j! A- 1 -. A.# i+n. ^Ao+abiiabrnAnt to the veai lyi^ • 


For the purchaac of Live Stock :- 
By Migrants, since 1907 


and very poor tenants on the Boai'd s j 
estates who have little or no stock upon | 
their holdings 


Poi the erection or substantial improvement 
of dwellinghouses 

For the erection of out-offices ... ■■• 

For the pinchase of boats for conveyance of 
seaweed and sea-sand for manure. 

For the purchase of carts and harness _ . . • 
For the erection of wire fences in niount^ous 


animals ... ... ••• . 

To Bee-keepers’ A^ssociatious for the provision 
of AppUauces ... _ ••• , 

To Agrioultnral Banlfs and Credit Societies 


Number 

1 

Losses 

of 

Amount 

Loans 




£ 

£ 

211 

5,043 

16 

561 

7,023 

32 

772 

12.066 

48 

181 : 

3,629 

— 

122 

929 



303 

— 

13 

116 


1 

i 

; 154 

1,868 



1 258 

j 10 

1 80 

i 7,296 


1 1,384 

j £26.464 

j £68 


1 under 


During the 20 years, therefore, the average number of loans made per annum 

the above schemes was 69, amounting to £1,323. mitstandiug, aii'i 

Presumably large portions of the above advances are still outstan g. 
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I 

called in by the Board, so that it is not possible to estimate what the proportion of losses - 
to the total, amount lent may yet prove to be. r 

(A.) Looffis for Erection a/nd Im’prov&ment of Dwellings of tenant-'purchasers not f-' 
exceeding £7 valuation. ! 

704. Since the transfer in 1909 of certain functions in the congested districts froinltlie ^ : 
Congested Districts Board to the Department of Agriculture, the Board have made agii. . 
cultural loans only for the erection or reconstruction of dwellinghouses, and for the puicli^ I 
of live stock by migrants and tenants obtaining enlarged holdings. We print in tlie 
Appendices to our Report details of these schemes.* In order to assist tenant-purchaseis ' 
of agricultural holdings, with a rateable valuation not exceeding £7, to obtain suitable i 
dwelhnghouses, the Board will advance a limited number of loai^ to approved applicants 
for sums not exceeding the cost of the price of the materials and of the skilled labom, ^ 
Such loans must not be less than £10 or more than £50 in amount ; and the borrower must [ 
find at his own expense all stones, sand, and unskilled labour. The terms of repayineiit * 
vaiy with the nature of the loan ; thus a loan for the erection of a new dwell^house ■. 
with a slated roof is not to exceed £50, repayable in 40 or 60 years by half-yearly instalmait8. 

of 16s. 9i?., and 14s. respectively ; whQe for the erection of a dwelhnghouse with thatched f 

roof, a loan may not exceed £20, repayable in 20 years by half-yearly instahneats of Us. U. 
Loans for the substantial improvement of, as distinct from the erection of, dwellinghouses, 
are governed by other specified conditions. The money is not usually advanced by the 
Board direct to the borrower, but is paid to the merchant supplying the materials. Ah 
loans of this nature must be secured by a mortgage or charge on the holding, and no person 
obtaining such assistance can receive a Parish Committee grant in respect of the same ; 
work. 

Op&'ations of Dwelling House loan scheme hindered hy difficulties of Title. 

705. M’. Doran informed us that the Congested Districts Board had decided in 1911 to 
make loans under this dwellinghouse erection and improvement scheme to the amount 
of £15,000 a year for a few years. “ The loans are to be secured by a deed of charge upon 
the holding; but owing to the difficulties with many tenant -purchasers in shoeing satisfac- 
tory title to their holdings the scheme has made very little progress during the past year.” 
The limited extent to which these loans have been made, as compared wth tbe 
extensive demand for them, is seen from the following figures for the year 1911-2.f 


COUKTY. 

Loans applied for 

Loans Sanctioned 

Number 

Amount 

Number 

Amount 



£ 



Clare 

22 

796 

2 

60 

Cork ... 

28 

1,160 

4 

190 

Donegal 

13 

460 



Galway 

68 

2,989 

11 

455 

Kerry 

149 

4,967 



Leitdm 

76 

2,630 

3 

160 

Mayo 

161 

6,420 

38 


Eosoommon ... 

67 

2,485 



Sligo ... 

41 

1,710 




625 

£23,606 

66 

£2,720 


Thus only a little over one-tenth of the applications were sanctioned ; while of tbe 
sanctioned, only £915 had been actually advanced by 31st March, 1912. 
351 applications of the 625 were refused, or over 66 per cent., chiefly because the apphcant 
could not show a satisfactory title to his holding.t It is regrettable that this potentially 
useful scheme should be thus limited in its efiectiveness by difficulties of title, difficulties 

WhiP.h a.B wo llQXTa cl.......™, J-1_ V . .. 1 


bS of Wor^"^^ tlie workii^ of the Land Loans of the 


1 , , . approved personal security is obtainable, we believe that, ao- 

slio^ by the experience of the loan schemes of the Department of Agriculture, such security 
prove quite satisfactory ; but the difficulty of obtaining this security 
would probably be much greater in the poorer parts of the congested areas than elsewhere. 
*See Appendix 13 to Minutes of Evidence. 


^Twenfieth Amml Re^t of Congested Districts Board, Appendix XV.. p. 49. 

8ee‘i)ara^791* ^ regard to the transfer of equities of tenants in certain cases^ 

see para. 791. ^ During the year 1912*3, only 244 loans were appUed for ; 138 loans, amounting to £5,297, 


were sanctioned, and the sum of £1,721 was 'advanced in 59 loans (Cd.*73i2-13,*pr 44)' 
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rp not in a position to estimate how far small landholders are discouraged torn 
, ^''“ nrowments in their houses and ont-bnildings by the fear of ta™g then Poor 
making impoYem ^ oonsequenee, the already high rates still further moreased. 

,!J!habmt^ to consideration has its inHuence in many oases,. Some such scheme 
f ? wtesled by the Royal Commission on Congestion* exemptmg holdmgs of below, 
as that suggesteu y „prtain number of years from an increase in walnation on the 
T 7toro°emlnfa in Se housJ or out-offices, would tend to diminmh any 

fh^le diX the cause referred to. 

™ 1 s*»mc6S far the Erection and ImprommerU of dweUings of Tenants. on Estates pmchmed 
(iJ.) Atiw / Board. 

T j v+irrrt tn fhp above aid siven only to tenant -purcliasers not exceeding £7 
, ’f ■ \fCri also assist tenants on estates purchased by them to build new houses 
valuation, the by making advances (subsequently included in the sale-price 

otto aiva not pvcp.Biny the cost price of the materials and skilled 

of the Xtfau “not ovi £7 may obtain an advance (incWmg toe 

labour. A t«™™ „ , j. _„„ogo If bij valuation does not exceed £4, he can 

grant) not exMed | the^oney, according to the method of roofing adopted, 

get as a free grant £10 or £ | » j ^ similarly 

f Ke ^ to get a free grant, but may get 

paid. J-i noiu ig +,PTian-lB oblised to move from their old houses lu 

“ advance to «cerimg^^^^ ^ ,ava 

connection With the Striping , » j, Board may build 

above described, if they erect a new h . 7 holding. Advances, but 

he house, charging he dwelling-houses in certain 

--It 

El"crad1=i r^^d oonaitLs. and do to obtain 

“ IrBoaffiS u^TMarcb, 1912, made — yTTfinT! fltSs 
S Snts“fjS.:U^t SpThLt“rit»‘^^^ to gtaits.) 

(0, .ree thr^h 


707. The aid given by tbe Board to Committee 

dwellings is not confined to the schemes ahovo dra exceeding £7 10s. in the case 

Seh3 small free giants for these P'g’l^Tls^of outiiffloes. This scheme is confined 
of slaU houses of a certam sije, and £3 m the case oi ora 

to agricultural landholders whose ™'toon does ^ Committees for the following 
In the year 1911-12, payments were made through rarisn 


objects : — 

! 

Number 
of free 
grants. 

Amount 


For new dwelling-houses ... 
For dwelling-houses improved 
For new out-of&ces 

For out -offices improved ... 

I 320 1 

6,554 

i 1,666 

1 625 

£ 

1,524 
1 8,201 
3,160 
880 


Total 

9,165 

£13,765 

f the above giants was £62,446. 


•Cd. 4097 (1908), para. 2o3 ^ details since Mr, Doran gave evidence 

tit will be noted that the above aobeme bas been alteM m 
at our Inquiry in regard to it. (See Minutes 0 -ng_54i for details ol Scheme. g 

tSee Anoendix 13 to Minutes ol Evidence, pp. 638-641, im 
ited image digitlsea by tne Cfniversity of Southampton Library Digitisation Unit 
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Question of adetjuacy or otherwise of scheMe for out-o^ces. ^ 

708. In speaking of the provision of out-offices for migrants, ]&. Doran expressed - 
disagreement with the opinion conveyed to us on behalf of the Department of Agriculture 
that there was a need for more out-office accommodation for this class, whether provided I 
by the Board direct, or by means of a loan. He said : S 

“ Migrants can get graduaDy together, witli little or no expense, sufficient stones and sand to add to ^ 
their out-buildings, and many of them can build, in rough but sufficiently good masonry, the walla oi 
out-offices. Many landholders are too ready to borrow if permitted to repay the loan by iustalmeut* 
spread over long periods- The Board are opposed to lending money for the execution of any work tie 
landholder can do himself, even though it may entail a great efiort on his part. Any man fit to work 
and manage a new or enlarged holding, is able to gradually add sufficiently to the out-office accommodation 
provided by the Board without increasing his annual charges by way of repayment of a loan, or addition 
to purchase-money. I am of opinion that the facilities at present afforded for the erection of buil^gj 
to landholders in the congested districts, through the Congested Districts Board (save the diffici% j 
about making title already referred to), and the Board pf Works, are adequate, provided the Board of 
Works reduce the minimum rateable v^uation of a holding, upon the security of which they will make a ! 
loan from £10 to £7, or that the Congested Districts Board will increase their maximum valuation limit 
from £7 to £10.” 

On the subject of the adequacy or otherwise of the facilities afforded by the Board 
to migrants for the erection of out-offices, your Committee do not feel in a position to 
express any detailed opinion. This much-needed class of work has been in the past 
assisted by loans to a comparatively limited extent. Only £929 altogether in 122 cases 
seems to have been advanced by the Board in loans since 1891, and such loans are no 
longer made . But under the Parish Committee Scheme, non-repayable free grants have 
been given for this object, amounting in the year 1911-12 to a total of £4,040, in 2291 
cases. 

We are in agreement with the general principle enunciated by Mr. Doran as to 
the desirability of farmers doing everything possible for themselves in the erection of 
out-offices, without State or other assistance, but we believe that in some cases it is possible 
that aid other than that afforded by the small grants given under the Parish Committee 
scheme might be found very, beneficial in encouraging the erection of satisfactory out* 
offices.* For this reason we are glad to observe that the recently revised scheme of 
Para. 706. assistance to landholders and migrants on the Board’s estates contains provision for an 

increase in the aid given by the Board in the erection of out-offices, by establishing a system 
of advances not exceeding £10 (repayable with the annuities) under certain conditions. ' 


Paras. 671, 
704-7. 


Objects and Working op Parish Committee Schemes. 


709. The Palish Committee scheme was first experimentally established by the Board in 
the year 1897 in the Swinford Poor Law Union, “ to encourage landholders to effect improve- 
ments by means of grants of money or prizes out of the Board’s funds, to be awarded and 
paid through local Committees, by whom the improvement schemes would be initiated 
or sanctioned and subsequently started and supervised when approved of by the Board.” 
The ex-qfficio members of a Parish Committee are, according to the printed Instructions, 
the clerg^en of all denominations holding appointments in the Parish ; magistrates, 
actors, Coun^^ Councillors and District Councillors residing in the parish ; ' a ,prl land- 
lords (or in their absence, their agents), owning land and residing in the parish. If 
there be also elected members, these are not to exceed six, and are elected by the rated 
resident ag^icultui’al landholders at a public meeting. No shopkeeper or member of a 
shopkeeper s household can be a member of the Committee. ‘ 


-n? Scheme in a moaified form was extended from County Mayo to the counties 

negal, Cork, and Kerry, the Board suggesting to the new Committees the adoption 
LT of pr«es for improrements effected rather than the plan hitherto adopted 
forty-three supervisors had teen appointed to adyise 
1 mtSon of *>>0 Parish Committee Scheme, at a 

siimeXon of . V, of Donegal appears to have adopted the Board’s 

f referring to this the Board said in their 

and sunJrvi^iinn that the Donegal system has led to economy in expenditure 

Both are dnina ’o-n d ” pronounce on the relative merits of the rival systems. 

limit of Pnnt f ow V 1 of landholder the maximum 

nit ol Poor Law Valuation for recipients of grants was in 1904 reduced from £10 to £7. 

oi small farmers is the nature and character of farm buildings suitable for the needs 

E,iglaml and Wales, (Cd. ComwdUee m BuiOings for Smdl HoUirg^ 
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T tkeii Beport for tke year 1908-9 tke Board stated tkat “ no measures adopted 
Rave been productive of so muck immediate improvement in tke condition of tke 
“i as our vanous sckemes for giving assistance, in building, enlargmg or repairmg 
P tke aid offered having been generally availed of by tke landholders m very extensive 
^°t rof the scheduled districts.” They added that up to March, 1909, 1S,057 grants had 
Tnade for the erection or improvement of dwelling-houses, and 13,926 grants for 
„Son or improvement of out-offices, making a total of 26,983 works for the execution 
f wS grants amounting to £49,064 had been made through Parish Committees. In 
jsibnti over £9,000 had been given for drainage, fencing, &c. „ „ , , , 

“^These Parish Committee Schemes were disoontmued in the year 1907-8 from lack 
ef fuX but were revived in 1911 in a modified form, the ^ants being now of l'^™ly 
mnfined’to the erection and improvement of dwellings and out-o£fces. The Board 
tbmated that they had in the year 1910-11 set apart £20,000 from their fimds for admira- 
to&n infree grants by these Committees, the sum aUocated to each of the parish® m the 
ronsested Districts comities being based on the number of rateable a^icultural landbolders 
nrtraceedmg £7 in valuation. A sum of £20,000 is now, we understand, annuaUy set 
apart for these Schemes. 


Expenditure under Parish Committee Schemes in 1911 12. 

710. The following is a summary* of the grants made in each County under the Parish 
Committee Scheme in the year 1911-12 . 


— 


Number 

Grants 

County. 

of 

of 

Paid. 


Committees. 

Cases. 





£ 

Donegal ... 

Leitrim 

Sligo 

Roscommon 

Mayo 

Galway ... 

Clai-e 

Kerry 

Cork 

36 

23 
21 

24 

45 

46 
24 
28 
13 

2,411 

1,044 

682 

823 

1.929 

1,101 

317 

717 

141 

3,043 

1,265 

984 

1,191 

3,261 

1,976 

457 

1,200 

388 

Totals ... 

260 

1 

9,165 

£13,76bt 


Oanditims attached to Parish Committee Schemes. 

711 All work in a Parish Committee Scheme must be carried out under the 

fndSbVth^SrVlSst^^^^ 

Tte 

the work done varied from 6 to 25 per cent, of the ^ local supervision 

it averaged 10 per cent of such amount.* The present annual cost ol sup 
would, according to this calculation, he almost “,000. heretofore 

A useful condition attached to these grants is as f oV-l . ^ 3++!? from the dwelling- 
wish Committees to devote special attention to the remova applicant who has 

houses. The first grant that can he sanctioned in ^ 

cattle in his dwelling must be for the execution a w purpose unless the 

them from the dwellngiouse. No grant may be from 

applicant undertakes that the inanuie pit 7 7 ? , ™fand the sun^^ 

the dwelling-house, and the existing pit, if uMUitablypla , P 

of house made tidy.”§ * 

•Tmnliah Annml Report ol CoOgeMd were not avahaUe, and 

tThe estimated cost of the work done was £62.44b. ine 
are, therefore, not included in the above Table. 

X Cd. 4097-1908, paragraph 89. . d . ■ 7 ne.mmUtdtea fsee Appendix 13 to Minutes 0 

llnslructions and Sxu/geslions Jor the Guidance of Pa7ish 
Evidence, p. 540). 2 S 
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Your CJommittee agree, however, with the view of the Eoyal Commission oj 
Congestion that when help has been given in needy cases to enable sanitary regulations 
to be carried out, the Public Health laws should be enforced by the officers paid out d 
public funds for seeing that this work is done. 


Large and increasing expendiiwe on Pa/rish Committee Schemes. 

712 The fohowing Table, setting forth the amounts sanctioned annually by the Board 
in free grants to agriculturists through the Parish Committee Scheme smce its inception, 
shows how greatly this form of assistance, so far from dimimshmg, has grown, in recent 


i- 

[; 

\ 

5 


years. 


Year. 


1897 

1898 

1899 

1900- 1901- 

1901- 2 

1902- 3 

1903- 4 

1904- 5 

1905- 6 

1906- 7 

1907- 8 

1908- 9 

1909- 10 

1910- 11 

1911- 12 

1912- 13 


Amouuta of 
Free Giants 
sanctioned. 
£ 

1,620 

I, 676 
2,913 
3,250 
3,788 
3,680 
6,933 

10,361 

II, 245 
11,051 
11,346 


20,000 

20,000 

20,000 


Total . . . 


£127,763 


Of the total amount sanctioned, the sum of £82,323 had been expended up to March, 
1913. 

Necessity for ve/ry careful regulation and limitation of Parish Committee schemes. 

713. It is a matter of common knowledge that this method of financially assisting small 
farmers by free grants from State funds, administered by local Parish Committees and 
Supervisors, has been adversely criticised as a system of doles based on defective economic 
principles, and admitting of obvious abuses. Your Committee believe, however, that purely 
as a temporary measure it has been in the past partially justified in view of the exceptional 
circumstances of the poorest holders in the Western areas, and also in view of the caie 
apparently taken by the Board that the grants should act as a stimulus to effort on the 
part of the grantee, the work done being said to exceed considerably in estimated value 
the amount of the grant. But we at the same time fuUy agree with the view of the Eoyal 
Commission on Congestion* that “ Parish Committees should not be regarded as other- 
wise than of temporary duration,” and that as they are “ suitable only for a very poor 
and depressed community,” they should not be introduced into the richer portions of the 
Board’s added areas. « 

We are not in a position to say in detail how far the Board have followed this latter 
recommendation ; but the outstanding fact remains that although the scheme 
has been now in operation for seventeen years (save for a short interval), this allooatioB 
for free grants instead of sho-wing any indications of diminishing, has reached the high 
figure of £20,000 in one year, or almost six times the annual expenditure of eleven years 
ago. The areas added to the scheduled Congested Districts by the Land Act of 1909 
account for a considerable portion of the increased expenditure. The Scheme was, w 
understand, in actual operation in the year 1912-13 in 267 of the 332 Parishes in the 
Congested areas ; grants were, however, made to 321 Parish Comnuttees,t leaving 
apparently only 11 Parishes in the congested areas outside the operations of the Scheme. 

In our opmion this particular form of State financial assistance, if admitted 
at aU, requires to be very carefully regulated and limited, all the more so as it is, for 
various obvious reasons, probably the most popular of the schemes administered by the 
Board. 


Suggestion of Congested Pistrids Boa/rd as to hems repayable vitk land pwches^' 
annuities. 

yi4. In referring to the various schemes for the assistance of new holders in the erection 
and improvement of dwehing-houses and out-offices, the Congested Districts Board, m 


* Cd. 4097-1909, paias. 25U-1. 
t 7312-1913, pp. 64-70. 
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■ D.rinrt for the year 1910-11, said " We aie satisfied that a great improvement 
then Itepon ‘ ^ applioatioii of these three schemes 

hi the dwe™8 need for the erection of new dwelling-houses m sub- 

jo the coiyse J dwellings is so great that we are of opinion that the amomt of 

**"*"“whth r^y he pc^ to us to lend for the erection of new buil,^ will meet 
r*°fsmdl proportion of the applications hkely to be made to ns We, therefore, think 
hot a P J™resB the opinion that the same powers should be given to us to meet 
‘‘ “Sure in oomection with the erection of buildings or other improvemente ™ tomt 
expeiidititie Commission under Section 30 of tlie Act 

'’nwTby thSan amma^iayment in repayment of the advance can be added to the 
? I*S!mt for repaying the advance made for the purchase of a holding. . 

““ E p™^sd wal referred to by Mr. Doran in his emtoee at o™ Inq^y. «S4. 
Ti Sv mvolves a process which afccts the adnnnistration of the finance of the Land 
It plainly B pon .j^jjich the purchase advances are made. It would 

umsi^WrenSil the sipfying of additional State funds for the purpose. Yom 
CoLStteTSinot therefore feel in a position to make any recommendation m the matter. 

(D.) Live Stooh Loan Schemes of Congestei Districts Board. 

• 7 ^ K Another form of agricultural credit dealt with by the Board is ttot which concerns 
the advance of capital for the purchase of Eve-stock. The followmg is the classiflration 
toished to us by Mr. Doran of the persons in the congested areas needing additional 

Mpltal for migrated to new holdings much gteater in valne than tie hold^ they 

e J' ifd landholders whose holdings have been enlarged by additional land of subetantiaWalne. 4704. 
I^tiolders who are fairly aoW, but who want an additional oow or two, or some store cattle, 

gieep, ox a horse. , , , deeolY indebted to shopkeepers, and sometimes owe l^ge arrears 

. If % S ieXSe S S that ^ey cannot get neighbors to go security for them to 

of rent. Most ^ succeed in scraping together the amount necessary to purchwe 

oth^a^^l sTcredito^^ wouKhtafn a decree for the debt due him and seize 

the stock.” 

The Sohemet governing live-stock loans states that these loans will only be made 
to Isn^Eeirwho hlrgot new or substantiaUy enlarged holdings on estates purchased 

Mvllv’ ™Lans for thrpmohase of a cow or a heifer for stock-breeding purposes 
±Srse.“^:r5 years by half-yearly instalments, or at cnee if the stock 

is previoTisly disposed of. 

Expenditure under the Live Stock Loan Schemes. 

71(1 Tn the vear ended March, 1912, the following were the number of applications 
leceiled and the^live-stook loans issued by the Board under this scheme . 


Clare 
Donegal 
Galway 
Kerry 
Mayo 
Roscommon 
Sligo 


Applications 

received. 


41 

14 

60 


1 

29 

13 

36 

90 

6 


£ 

17 

19 

514 

162 

607 

2,012 


£3,417t 


‘tsi SS'pi&fi. Appeudti 13 to to f3,346 (03. 7312-1913, 

t la 1912-13, 221 applications were received, and 199 loans issueo, 
p. 46). 
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Tlie total amount of these loans issued by the Board to March, 1912, was £i2osp I 
viz., £5,043 in 211 loans to migrants, and £7,023 in 661 loans to tenants who got | 

holdings, and to very poor tenants. In speaking of these loans, Mr, .Doran said:— ° | 

“ We give loans for the pnicbase of live stock lequired by migrants, not exceeding £50, and we | j i 
to those who get substantial enlai'gements to their holdings sums which may come up to that amm!? 
if the quantity of land which they have got is of such value that we think they need additional canif i I 
to work it. We never refuse a migrant a loan up to £60, where he has got a substantial holding W I 
I am glad to be able to say that only a small proportion of the migi-ants have asked for loans ” I 
substantial amount from the Board. ' i 

4 “ Most of them have a little capital ?— A. All of them have some capital. Most of themk» * 
almost sufficient capital, and the fear of incurring debt restrains a considerable number of them ftom \ 
borrowing sufficient to enable them to fully stock their land, ^ey prefer to let portion of theii UiJ ? 
for a year or two, perhaps, in con-acre at a high price, and get into a little capital gradually that wap I ' 
rather t han borrow the amount of money necessary to fully work their laud. There mar be a differen» = 
of opinion as to the prudence of that action on their pai-t.” ' \ 

Difficulties of Central Supervision of Expenditure of Live-stock Loans. 

717. In regard to tenant-purokasers whose holdings were not enlarged, Mr. Doran 
erplained that the Board had not for some years past given loans to landholdeK of '■ 
this class, although many had not capital fully to stock the holdings; nor had • 
loans been given for the purchase of carts or farm implements. The number of land- 
holders requiring additional capital for these and similar purposes was so large that the 
Board cfould not provide money nor the stafi necessary satisfactorily to work a loan scheme 
that would meet their requirements. One of the Board’s officers attended the fairs where • 
the borrowers purchased the stock, and satisfied themselves that animals were purchased ■ 
for the amounts lent ; but this supervision over a large number of purchase transactions 
was too expensive and cumbersome and could not be continued. 

Your Committee were especially interested in the following statement of the witness 
as to the difficulties necessarily experienced by a central body in attempting to supervise 
the expenditure of loans of this nature : — 


“ Owing to the large increase in the Board's operations in connection with the distributioa 
of untenanted land, they must, in the absence of a local Credit Society, lend the money as a Joint Stock 
Bank does to the bon-ower, and trust to him to apply it to the purpose for which it has been bon'owed, 
or, as they would much prefer to do, have these landowners financed under the supervision and responai- 
bility of Agi-icultui-al Credit Societies if well managed. 

“ "We have decided to abandon the practice of sending a man to pay the money to the borroTOs 
at the fairs, because it has become too expensive, and our operations are too extensive now. It was 
very successful, and we hsye practically lost no money ; but we would like, instead of lending the money 
on the appho^ion of an eligible landholder to have some means of satisfying oui’selves that the money 
18 applied to the pumose for which it is asked, and we would prefer that the money would be lent throuA 
Lremt Somers, which appear a suitable agency for setting up financially the poor, and more oi' 1®, 
helpless, Imdholders to whom the Joint Stock Banks do not like to lend, and whom prudent friends would 
be very slow help. The useful possibiUties of Agricultural Credit Societies, as explained in Sir H, 
i-lunlcctt 8 wntmgs, for the purpose of procuring special consignments of seeds, manm-es, and other agri- 
cuI1,ural requirements, have for years appealed to me. I never believed in Credit Banks ” 


Suitability of Credit Societies for dealing ivith Live Stock Loans. 

718. It appears that certain proposals to form Credit Societies in the congested districts 
lor this particMar purpose did not come to fruition, owing to difficulties connected with 
entrusted to the management of inexperienced newly- 
iormed Societies. We have elsewhere expressed oiir views as to the undesirability of 
flnanoial aid from the State being given to Credit Societies. 

to min, W hfil™ J ^'8® proportion of the loans made 

existing Credit Societies are for the purchase of live-stock. We sre 
iild* development IS possible in this direction, if only a strong, weH- 

te gradnally established through- 
“Pdal ™mly by local deposits and by overdrafts 
V for loans of say £30 or even £60 

Co^fhes ™de to members than at present by 

irdieoTiiient. t ™ well acquainted with the borrower’s character 

ilSio thTe^Sii;.™ “ ooteoly obviates that expensive central system of enquhy 
“ofXtinTest^^^^ Hve-stock loan 

exfcemiorff of a Credit Society for the 

of expenditure lirioTi IiVp ^ several years, where necessary, in cases 

P -stock, such loans being repaid by regular annual instalments. 
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Views of Royal Commission on Congestion as to need for increased 
Agricultural Credit in the Congested Districts. 

- 71 « 4 We may conclude our consideration of the existing forms of State financial assistance 
1 itholders in the West, as administered by the Congested Districts Board * with the 
extract from the Report of the Royal Commission on Congestion, whose function 
follow^ (ievote to the consideration of the special circumstances of the congested 
r much more time and attention than it was possible for your Comimttee to do. 

« Commission, after making certain suggestions in regard to tie need for limitation on 
^ tosKine of holdings, went on to say Such provisions would, however, be useless 
were not supplemented by an extension of the existing faciUtres for legitimate 
S Zina. It is diffldult to over-estimate the eflect that a well-organised system of 
■ iiltural credit would have upon the West of Ireland. To take one example, many 
“tfhe miaratory labourers who go to Great Britain in search of work are landholdeis.whose 
woW profitably respond, were capital available, to a very considerable amount 
* lahniir intelligently applied. At present the lack of capital and the mabibty of a small 
bndholder to wait over a season for the reward of his industry, turns the balance in favour 

of Board at present make loans for house improvement, the erection of offices, 

n. movision of stock, Ac., and loans can be procnred from the Board of Works for various 
™,Jnsps though the regulations are not, perhaps, sufficiently elastic to meet the reqmre- Paiai!. 
5s of ’the West. There can be little doubt that small holders in 


ifftpvaretomake tno nest use oi lu. rnis iieeu among - 

area may he met in part by an extension of the co-operative banks, which the Board and 
the Irish Agricultural Organisation Society seem to have developed in the West with 
CTpat advantage to the districts concerned. , . 

^ tme organisation of real as distinguished from personal credit is a more serious 
imdertakiug. but ft must undoubtedly be faced, and the creation of a peasant propnetary 
ought to ^ar away one great obstacle to the establislment of Land Banks, ^mely, the 
sbsence of a cheap, simple, and comprehensive system of registration of title. The oporto 
made by Mr. H. de F. Montgomery and others as to the systems existing m some foreign 
muntriJs notably in Germany, indicate the possibihty of meeting the other duffloulties 
by a judicious combination of State aid and co-operative agricultural organisation, for, 
amongst other things, the mutual immrance of cattle, f , , . . 

Your Committee’s Report furnishes sufficient proof that we are, on the -^ole, m Ml 
agreement with the above-quoted views of the Roya Commission, “ 5hul- 

ti the extreme desirability of gradually estebbshing for the aid of 

turists of Ireland a widely -extended and regard 

views in resard to the desirability or otherwise of creating Land Banks, and also m jegaul 

usSess of Twtu-devisel scheme of mutual Live-Stock Insurance, especially for eto-saa 
tke smaller farmers, will be found elsewhere m our Report. 

CONCLUSIONS. 

719. Our conclusions and recommendations inregaid to the ®™5»GSiiSumvs“- 

and Grants administeiedhy the Congested Districts Board maybe summarised as follot . 

(«) Mainly as a result of the operations of the Land Acts, 
and the assistance given by the Congested Districts Board im e i.«v,Zving ’ In- 
iiiiancial position of the smaU farmer in the congested areas is stcaddy impiovmg. 
dustries subsidiary to agriculture often add materially to the fann y i 

(i) The functions of the Board in the sphere of credit f ® p, ,no-i 

main fnuotions of the purchase, improvement, and rccjJ® ' a i ti,. .mall land- 

fterefote, to more than a very limited extent supply the credit needs of the small lana 

lioldeis. 

In the year 1911-2 the total loans made amounted to £0,137 (together with £4,638 p.„s, 03-6, 
in advances repayable with Land Purchase annuitie s). 

•la addidoa to loans for a,?iicaltm'al paipqses the “S' 

aeonsiderable scale. The amount thiw Lent m the year T-nflustrial Loans made by the Board- 

Seport of Board, Cd. 7312,-1913, p. 42). See also footnote, p. 330, as to Industrial Loans ma y 

tea. 4097-1908, p. 93. 
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(c) Difficulties of title to land have limited the effectiveness of the dwellhg-w I 

erection and improvement scheme, only 66 loans, amounting to £2,720, havii^ beenina^ I 
for this purpose in the year 1911-2, although there were 625 applications. ^ 

(d) . The extensive system of free non*repayable grants through Parish Committee t 
for the erection and improvement of dwelling and out-offices, ^ which was started in 1357 ^ 
could only be justified by the exceptional poverty of many districts, and should, in apite I' 
of undoubted benefits conferred by it, be regarded as merely a temporary expedient (as | 
recommended by the Royal Commission on Congestion in 1908). The fact that at | 
1 7 years the sum of about £20,000 is now set apart annually — as compared with £ 3,600 
11 years ago— proves that, instead of diminishing^, this form of State aid has lapW 
increased. In our opinion this popular scheme, if admitted at all, requires very careful ' 
safeguarding and limitation. 

(e) . The. live-stock loan scheme of the Board (under which 175 loans, amountiagto ? 
£3,417, were made in 1911-2) can meet only a small part of the need for such aid, * 
Centralked supervision of the expenditure by borrowers has become too expensive. % ’ 
fully concur in the view of the Board that loans of this nature can best be dealt with Ijy 
local Credit Societies. 
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agbicultubal. loans advanced by the depaetment of 

AGEICULTDEE AND TECHNICAL INSTEUCTION. 


. most reeeiitlv established systems of State actioa in the field of agrioul- 

wdifin Mand is that atoinistered by tte Department of Agiicultare and Teohmoal 

frtaetfon Rom the e^ given at out Inquiry by Mr, J. E. CampbeU, BBc the tS4r,rt.»S4l 
Thuent’s Assistant Secretary in respect of Agriculture, it is clear that from 
merit of the Department’s woik in the year 1900, the lack of requisite capital on 
mencemen was often found to be a considerable barrier to the successful 

*>iSon and development of the schemes for the improvement of the agricultural industry 
inihation , of the County Committees of Agriculture, were 

Ideavouring to put into operation throughout the country. More es^cially. we gather, 
was this lack of sufficient capital found to exist in the congested distric . 

Tnmter from Comested Districts Board to Dejartmnt of AgrimUure of certain 
agricuUuTal functions in Congested Areas. 

,20 An important change was efiected by the Land Act of 1909 wMch trai^feiTed P„a.7«. 
r tie Denartment of Agriculture certain agricultural functions, educational and 

We note that several of the most widely 

XSfoAr " has taken place in the congested 

districts. 

Although the material and social 

entiate them in many important le districts definitely 

a.« e 

feature from that of the occupiers in congested districts. 


DiMouUks due to Migrants’ Lack of Cajital. 

721, Elsewhere we have ' 

inability of many small farmers mainly to the lack of the necessa^ 

tion available for them, this inability being same" difficulty was referred to by 

S rde^S^g«: edition" o1 r new settlL m the congested 

don’t think them is any case m which I can say ^hat these 
sufficient capital. The assumption is that they are^obSS to let tiieii lauds for gi'azmg while others 
their stock. But for want of capital ^ Ld buy stock. Loans to the amount of 

who can do so. borrow the money from the he i-epaid for a number of years. 

£50 would be required, the greater propo^on are insufiicient. Some of 

•' Era such loans, the operations of the tra 

wonlj be of doubtful benefit, nnlesa the b“d ffie a- J- “ ^ valne to faeihPes foi 

for the purchase of stock for the snminei, while ngJ, ..t tie end of tf' 

the pnioLse of miloh cows, horses, or other “*■«* “ u tnnnm to the H«Pfrt 

are I be kept permanenUy, or fra a .a- -.e™. from 

mens of the work m craig^e^^^ 


le coat per annuui w ~ a 


♦ 9 Ed. 7, Ch. 42, Sec. 47. 
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DEPARTMENTAL COMMITTEE ON AGRICDLTLfEAL CREDI'l' IN IRELAND. | 

Summary op Agricultural Loans Advanced by Department. | 

722. We insert here a Statement showing the extent to which the Department of jUri- S 
•culture have advanced agricultural loar^ to farmers, and the expenditure under each 
class of loan from 1901 to 31st March, 1913 : • ^ 


1 Nature of loan. 

Number of 
Loans 

ximount 

Average 

J.<oan. 

Loans for purchase of bulls 

1,864 

£ 

46,108 

£ 

25 

Loans for purchase of stallions 

207 

21,014 

101 

Loans for purchase of agricultural 

399 

4,316 

11 

implements. 


8,990 


Loans for the erection of fencing ... 

518 

17 

Loans for the erection and equipment 

5 

740 

148 

of scutch mills for flax. 




Loans for the erection of pasteiuising 

26 

4,840 

186 

plant in Creameries. 




Loans for the erection ol Village Halls. 

10 

2,476 

247 

Loans to Agricultui’al Ci’edit Societies. 

233 

18,292 

78 

Totals ... 

3,262 

£106,776 

— 


In addition to the above, schemes for the advance of loans for fi'uit-growing purposes; 
for the repair and equipment of meal mills, kilns for drying, &c. ; and for the eiectiou 
Paras. 076. 685. <^f Small hay-barns, have also been established by the Department. Loans amountag 

to about £500 have been advanced since March, 1913, in comiectiou with the fruit gro-wing 
scheme ; while the scheme of loans for the purchase of agricultural impleinente, under 
which £1,772 was advanced in the year ended March, 1913, has greatly developed, advances 
amounting to approximately £6,000 having been made to farmers since that date.* 
There will be found printed in the Appendices the full text of the Regulations governing 
these various loan schemes. f We propose here briefly to deal with the leading features 
of each, and to make any suggestions in regard thereto which may seem called for. 

• Loans for the Purchase of Live >Stock. 

723. The schemes of loans to aid farmers in the improvement of the live stoctk industi^t 
of the country are, to some extent, diflerentiated from most of the lending schemes of tie 
Department in that their main object is not so much the improvement of the particular 
circumstances of the individual borrower, as the introduction of pure -bred animals fortlie 
benefit of the surrounding locality, Up to March, 1913, 2,071 of these loans had been 
advanced, amounting to a total of over £67,000, of which almost £54,000 had been repaid 
at that date. The average number of these loans made per annum has been 172, but tlie 
annual number has considerably increased in recent years ; the number of loans made 
in the year 1910—11, for instance, was 263, totalliixg over £8,700. 

Since the year 1906 the Department have referred to the Chief Crown Solicitor 
for the collection of instalments 84 cases of borrower’s under the Cattle-breeding schemo. 
an annual average of 12 ; and 23 cases under the Horse-breeding scheme, an annual average 
of 2. We are not aware of the number of cases, if any. in which it was found 
necessary to bring the borrower into court. 

Under both these schemes the applicant for a loan is required to furni.sh to the Depart- 
ment (1) one-third of the approved purchase price ; (2) the necessary stamp duty ; {3}th« 
premium for insurance ; and (4) a form of undertaking to have the necessary bond for 
repayment duly signed and completed. The Department require as security a form of 
guarantee from the applicants and fi’om two or more approved solvent sureties for the 
repayment of the advance made of two-thirds of the purcKase money. In the case of 
bnll.s the repayment is in two equal annual instalments, with interest at the rate of 21- 
pet cent., wlule in the case of horses repayment is by five equal annual instalments, at 
the ^me rate of interest. Under each scheme the applicant must insure the animal vitli 
the Department, against death only, for the. full amount of the purchase price, the fee for 
such insurance being 5 per cent, per amium on the price.§ 

£61,000 was advanced by tbe Department in loans to lisliermen during the 
period 190(^1913. t Appendix 12 to Minutes of Evidence. 1 Ibid, pp- 531-2. . 

tural credrt!'‘ Se^'pSf .fS important qaestion of live stock insurance in relation to agi’icul- 
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Til some cases, doubtless, the larger farmers who are glad to make use of the credit 
•Hties furnished by these schemes would have been able from their own resources to 
V rash for the animals purchased. But to nutny small farmers this form of agricultural 
must prove extremely useful ; for without such means of obtaining a loan on 
‘^’ Siarativelyeasy terms, they frequently could not afford to obtain sires of superior 
quaUty for their own use and that of their neighbours. 

Fwmers selected by Co. Committees of Agriculture for live-stock loans. 

724. Mr. J- B- Campbell, in his evidence regarding these loans, said ; — 

" The selection of the persons to keep such animals is made by County Committees, -with due regard 
+« the needs of the districts reejuiring sires of this class. In making such selections, the Conmitteea have 
regard more to the suitability of . the applicants who wish to keep the aimnaK than to ^eir eupcial 
SiL With this method of selection the Department can find no fault, but it makes the granting of JC468-79. 
) «n-5 a necessity • Persons selected to keep these animals, even when in a position to pay cash, 

Slv nrefer to buy on the loan system. . . Many of the persons who avail themselves of these 

u^ns miahb ordinarily be expected to find the money themselves, but a large proportion of them cannot 
Ro There is no doubt that the. simplicity of oui'loan system, and the low rate of interest charged, 
ajTouut for the fact that many persons who might be able to do without them take up these loans from 
1IS As there is practically never any loss, we do not now distingiiish very much between tbe rich man 
rt the noor man • Generally it is the smaller people who come, but we do not confine 

the loanito people of small means. I do not want to convey the idea that tlresc loans have been given 
trpeople bekuse they absolutely need them, but, undoubtedly, the greater proportion of the people 
need them.” _ 

The fact that one-third of the purchase price must be paid by tbe farmer to the Depart- 
ment before he receives the possession of the animal under these scheines naturally shuts 
nut from their operation the smaller agriculturists who are not m a position to make such 
navment But this result seems advantageous rather than otherwise, for it is probable 
that a farmer so poorly off as not to be able to comply with this regulation would not, 
as a rule be a suitable person to entrust with the care of valuable animals, or one whO’ 
could provide proper accommodation or incur the other necessary expenditure. 

Loans for Fencing. 

725 The Departmeiit’'s scheme of loans to farmers for the erection of wn-e fencing* is- 
confined to counties containing congested districts, and has- been m operation for over s,x 
rri.. firr.iroc, fibmv tliaf, t.liPTft IS a steadilv srowing demand foi these loans> 


Year. 

Number of j Amount 

Loans. , Advanced. 

1907— 8 

1908— 9 

1909— 10 

1910— 11 

1911— 12 

1912— 13 

£ 

42 960 

64 1 903 

62 i 1,079 

70 l,244r 

110 2,054 

170 ; 2,750 

Totals . . . 

518 £8.990 


Of these advauces- 


The average loan made for teiiemg was, ' 

£2,419 bad been repaid to the Department by 31st Marcli, 1913. 

Cmiditms upon which loans tar ferwing are made. 

726. The Regulations state that the.se fencing loans ate " ^ 
who can afiord, or may reasonably be expected to pay cash for ^ ,-jjg proposed 

cases in which, having regard to the position of the oMupier an obiect of these 

fencing, application for aloan should be made to Board of Works 
loaus is to encourage small occupiers to fence in their arab ^ 

grazing so as to phrmit of arable land bemg properly cropped and laid down mi g 

t h^ph^ilu for a fencing loan is considered unless ^ ' 

that the applicant is a person of very small means, nor is ai^ yLation eraeds £20. 
eiceptional circumstances, to any farmer whose ™nted- and when a loan 

No loan for a larger amount than £36 or a smaller sum than £5 is granted , a ^ 

* See Appendix 12 to Minutes of Evidence, pp. 63.^3. 2 T 2 
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is made to two or more persons, it must not exceed £35 for each person. Loans are graated r 
for the purpose of erecting wire fencing (a)_ for the_ boundary fence of a holding ; {&) I 
separating arable land from mountain grazing or siimlar rough pasture ; and (c) for the S 
internal fencing on the farms of applicants where wire fencing is most suitable. 

Loans of £5 up to £15 are repayable in five years, while loans from £15 to £36 in ameont ^ 
are payable within ten years. The borrower must supply a form of guarantee signed by |-- 
himself and two approved solvent sureties, agreeing to repay the money in equal half. ! 
yearly instalments, with interest at 3 per cent. In the case of joint loans to two or more 
persons, a joint and several bond is required. The borrower is at liberty to repay the *’ 
•outstanding balance with interest at any time. A useful privilege attached to this loan ^ 
scheme is the supplying by the Department of the services of a foreman to superintend i 
for a limited period the erection of the fencing. The farmer must provide at his own i 
•expense such other labour as may be required. i 

In speaking of this scheme, Mr. J. R. Campbell said “ The popularity of these I 
loans is largely due to the fact that the Department order the material in bulk (thereby 1 
16479 . ebtaming it at much reduced prices), deliver the fencing, and supervise its erection without \ 

any charge. These loans would be no use to the farmers unless they were for quite a : 
number of years.” 

Before the transfer of certain agricultural functions in the congested districts to the • 
Department of Agriculture, the Congested Districts Board had in operation a 
loan scheme for the erection of wire fences in moimtainous districts. Under this scheme 
a total of 154: loans, amounting to £1,868, were made. The operation of the Land Purchase 
Acts in the congested areas will doubtless lead to a considerable further increase in the 
extent to which the Department’s fencing loan scheme is availed of. 


Loans for the purchase of Agricultural Implement.?. 

727- The Department’s scheme of loans for the purchase of agricultural implements’* 
has been in regular operation for the past seven years. The following figui-e.s show the 
extent to which these loans have been issued : — 


Year. 

Number of 
Loans. 

Amount 

Advanced. 

1903—4 

^ 

38 

£ 

315 

1907—8 

26 

287 

1908—9 

104 

935 

1909—10 

40 

331 

1910—11 

38 

316 

1911—12 

42 

360 

1912—13 

111 

1,772 

Totals 

399 

£4,816 


..... .. uiicaciui-B aimosL til. Of the above amount, £2,252 had been 

V 31st March, 1913. ' It will be observed that in the year 
i 4 . 1 I- ^ merease in the amount advanced by the Department, 

previous year. We have aicertained 
that the figures for the current year (1913—14) are likely to show a very large further 

® wo^ately to £6.000 haying been advanced by the Depart- 
ment since March, 1913, under this scheme. a r 

OondiMom regulating loam for AgricaUwal Implements. 

tn W to be made by the Department 

the nnr^W ^ reasonably be expected to pay cash foi 

nototrd^Zrs‘ t “'i ^ehmery, including horse sprayers, thistle cuttert, 

Coweifre binders, smah threshing machiles, sprayerl &c. Intending 

machine most sm'tolfu f ° % County Agricultural Instructor as to the pattern of 

eo, Stine less than requirements. No loan is given for a machine or machines 

The borrower must ’lor! * pattern must be approved by the Department. 

4th stem du^Teo?® '? blepaitment one-fourth of the purchase price, together 
h stamp duty, and must s upply two or more solvent sureties, who, with himself, •wS 

* Sec Appendix 13 to Mimite of Evidence, p. 533. 
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■ 1 • Beoartment witi a guarantee for ttc repayment of tlie amount advanced, 
fuinisE ^ instalments, with interest at 3 per cent. A loan not exceeding 
® equal aim ^ jgg repayable m five years. 

£60 :5 n-aeted by the Department, who pay the vendor the approved price, 

’frmSveiy of the machine has been notified by the applicant. 

‘“ rTAtre is no doubt that in the Western districts especially the need for these loans 
clsiderable As pointed out by Mr. Campbell, “ none of these small men can 
S to buy threshing machines, and without a threshing machine they cannot 
u OW corn ” Previously to the year 1911-12 various separate schemes for the 
„w of agricultural machines and implements were in operation under the Department, 
ff if that year they were combined into the above scheme, extended so as to 
nraotiially every kind of agricultural machine. We note that under this scheme 
fie Denartment L wiffing to lend a sum of £50 to a smaU farmer on pemonal security, 
Short mquiring a chargi upou his holding. Although mainly taken advantage of m 
ttTcougeXd arias, the scheme can he availed of by small farmers of limited means m 
any portion of the country. 


Loans for the erection of small Iron Hay Barns. 

-72Q The Department’s scheme of loans for the erection of hay barns* costing under 
has' only recently come into operation. In dealing with the correspondi^ scheme ad- 
mfrnstSed by the Commissioners of Public Works we have gone fuUy into the conditions 
rrswpe of both schemes, and need not, therefore, further refer to the subject here. ■ 


Loans for the repair and equipment of Scutch Mills. 
nm Under the Department’s loan scheme for the repair and equipment of scuteh 
mills five tons were granted, amounting to a total of £740, during the foe 
toil 1913 of which £204 had been repaid at that date. We have letemed taefly to i. 
S aspects of this loan scheme when dealing with the Board of Works loans for 
ra similar purpose. 


Loans for the repair ANn equipment of Meal Mills. Kilns fob Dr™, &c. 


LOANS FOR THE x.aai,*, * ... , av + 

731 Onlv three loans amounting to £274, have so far been granted under this schemmT 
.he I to^^^d m ^.Is, 

smual instalments, with interest at the rate p proper repair, and 

.loan the buildings, machinery and equipment must be Kept m piop p 
. adequately insured by the applicant at his own expense. 


Lmiied apaatwn of Scheme of loam for meal m*i!s. 

732. lAspeaking of this scheme. 

which the Department are encouraging the produotio •, y phe Department, ac- 

.consumption, mills for the grinding of corn are ™ ^ . . ^pairing existing mills, or for 

Cotdingiy, grant tons for two-thnds of the tPPteysd ™st of g 

their more up-to-date equipment. . . y ere is usually some one in the district 

have a great number of apphoations on the file, ^“b*deie “ Lite a variety of things 
who objects, or there is some trouble abort the water supply. «nite van y nig 

keep back these loans, but they are avaiiabie. -nlarp in Ireland on a considerable 

If the much hoped-for revivals tjlage were to ^rn are to be 

scale, there is every probability of some rt the ma y ‘ q;i,e tact that 

found scattered throughout the country aga tp be 

•the Department have received, a large number „ +Upcft mills. Your Committee 

■a sign of a revival of aotirtty in the d>p®*‘™ the difficulties referred to by 

hope that it may be found possible satofartoiily oLo-Dkeeners’ credit, we have 

Mr" Campbell When, dealing «th . *he “i owfS^^ 


1 the subject oi , 

desiraSitf ol faWrs growing upon they 

portion of the food for hLsehold consumption and of vamus t®^ J „i i,dand 
This much-needed improvement m the present rurai j 


now purchase. 


• S«e Appendix 12 to Minutes of Brtdence, p. BM. CTwUtion applicobk oiilj- 

1 Tc ufideisW that in a revision of this Bcteme It IS pinposed » maxe 
aa exceptional cases. 
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would also lesult in an increasing demand for tire services of local corn mills. The Board 
. of Works, it may be added, are not in a position to assist m the_ erection of corn mills by tk- h I 
advance of loans, their powers in this particular direction being limited to scutch mlk vt| 


Lo.(VNS for the erection op Pasteurising- Plant in Creameries. i 

733. During the earlier years of the Department — -from 1901 to 1905 — 26 loans, amount- ' 
ing to a total of £4,840, were advanced to Co-operative Dairy Societies for the purpose of 
erecting pasteurising plant. These loans were made repayable^ in ten half-yearly instah 
ments, ivith interest at the rate of 3 per cent. The conditions laid down that repayment 
should be secured either by a charge on the entire building and jilant of the creameiy 
or by’ the collective bond of the owners of the creamery, or by such other security as the 
Department might consider necessary. The security required by the Department inmost 
cases was, "we understand, a collective bond signed by fen persons. Of the sum advanced 
£4,334 has been repaid, the remainder, amounting with interest to £547 , having been written 
off. by the Department as irrecoverable. This scheme has not been in operation since the 
year 1905. 

Loans for the purpose op Fruit-growing. . 


734. The Department’s scheme of advances to farmers for the purpose of encouraging :• 
feuit-growing* in Ireland has been in operation for a comparatively short time. Loam 
amounting to between £400 and £500 have been made in connection therewith These 
loans are advanced to members of associations of fruit-growers who are rated occupiers, 
and who are willing to be. liable jointly and severally for the repaymaent of the loan. 

The main object of the scheme is to encourage associations of occupiers of land in 
suitable localities to grow fruit, particularly apples, as a farm crop for sale. Persons 
desiring to grow’ small quantities of fruit, mainly for use in their own homes, are ineligible 
for assistance. I^oans may be advanced to m^bers of an association of fruit-grower's,, 
not less than ten in number, in the same locality. At least three members must participate 
in the loan, and each such member must agi'ee to plant not less than one statute acre,, 
approximately, with fruit trees. Those participating in the loan must enter into a joint 
and several bond for its repayment, with interest at the rate of 3 per cent., repayable in ten 
annual instalments. No loan is granted for a sum less than £20, and it must be expended 
wholly in the purchase of fruit trees, save where the Department allow portion of it to be 
spent upon fencing materials, or upou the erection of stores for fniit. No part of it may 
be applied in defraying the cost of labour. 

Although the scheme is intended mainly for members of fruit-growing associations, 
the Department wo^d consent to advance a loan to an individual farmer desirous of growing' 
fruit on an extensive scale for market, in districts where associations of fruit growers 
cannot be established. Such farmer must plant at least three acres, and no loan is given 
for a less sum than £10. Two approved sureties must be furnished for such loan. 

Extension of fruit-growing loan scheme hindered hy reluctance of Jarmers to incur 
joint and several liability. 

,. ^ possible that a special feature of this scheme, i.e., the joint and several 

habihty of eachmember of the association for the repayment of the whole loan, may in some 
districts act a.s a considerable deterrent to farmers who might otherwise be desirous of 
•taking advantage of the credit facilities thus afforded. A witness who has taken an 
interest in the promotion of fruit gi-owing in his neighbourhood, Mr. Henry Byrne, J.P., of 
Moneyniore, County Derry, stated in his evidence : 

by the Department at 3 per cent., and when I saw the offer of the Depart- 
muit^at fust I thought it would take on in our (hstrict at once. ‘ This is a splendid opportunity.’ I 


hwit ti-ees,’ but when I went to the farmers I found the s^e objection 
apnhed a.s m the case of theTlaiffeisen Banks. There would be at least ter> meT, ,v.n„i..ed tn f 


eo^. 1 , u T)“ There would be at least ten men i-equired to fom a society, 

nrefo?tJ ooTnfr. +f f ^ponsib e for any loan got from the Department. They say : ‘I woulil 

niii the riS to borrow money and have two neighboui-s with me, rather than 

Zl in thft^n^ fail.’ The difference in the rate of interest 

0 “Da irmt siifficient to warrant them in availing of tire Departnrent’s loan. 

' ' “ Tt hability were hmited in each case it would work bettevt — A. Yrs. 


O “ Tt 1 ““nwsu in eacn case It wouia woric Dettev‘-- a. i'=- 

bouo-S mi as a be as good Mcuiity for the money Nearly cveiy fanner in mv district has 
bought out as a rule, and the holdmcs ought to be semivitv » 


5 holdings ought to be security.” 

r™''® tie existence of a widespread reluctance on the part of 
me sidvances for frait-grooTing, the Depait- 

whichiould 


• Appoadix 12 Minutes of ErtdeuJe, pp. 63«. " " " 

■ tious afioid'rcMiSSu acTnT j“‘”‘ ™4 liabUity for loans to fiuit-giowing afsom 

■tnestion of nn.dnited liabmJrAtcthrf'SS 
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I^OANS FOR THE ERF.C'J'IOT^ OF VILLAGE HaLT-S. 

Under theDepartmeufa scheme of loans for the erection of A’iilage Halls * t«n a4- 
werc made up to Ma3:ch, 101 3. the total sum lent amounting to £2,476, or an average 
'TSV ner loan Of this amount, £772 had been repaid by the date- mentioned. These 
^ .irp oranted by the Department mainly tliat there may be suitable rooms m rural 
in which lectures can be delivered on agricultm-al subjects. Tlie amount advanced 
? rnt exceed two-thirds of the approved cost, the balance being raised locally by private 
.hlrintions or otheraise. The traildiiig and equipment must be. TCSted in a Committee 
consisting of solvent ratepayers resident in the district, and must be held by 
? „ for miblio purposes, i.e., for the promotion of “ the purposes of agi'icultuie aird rural 
■^ stries* ,as defined by the ,<Vgriculture and Technical instruction (Ireland) Act, 1899. 

trusted must also make provision for the perma.nent and proper' upkeep and insutance 
(the building and equipment. The Department's loan is oha.rged on the land and bmldmg, 
aiicl is repayable in not more than ten animal instahnents, mth interest at 2J per cent. 

These Village Halls frequently serve a very u,se£al purpose. dVith the consent 
eftlie trustees they mav be used for entertainments, or any other approved object, and 
,111 thus, in addition to providing a convement centre for agrimrltura educational pi^osra, . 
sssist in supplying much needed opportumties of brightening village life. This loan p,a-, 
whemc however, has little direct bearing upon the subject nmttoi;oi om Inqmry, and 
we incliide this brief reference to it merely to make our siuvey of the Department s agnonl 
tmul loan schemes complete. 

Auv.incES TO Aoricultur-il Credit Bocietie.s. 

736a. The advances made by the Department to Agricultural Co-opeiative Creifit 
Sodeties tfoi the purpose of providing a portion of the lending capital of these b^ies, h 
Lnl k considerable scale In all 233 such loans laave liS 

to members) to 170 Societies, the total amount lent being £18^292 to 31st M^ci , 1913. 

“Tff bir XLe^de" -tion“ on; Keport --- 

to™ careful consideration of this form °\State .loan for the devel^.^^^^^^ 
and need not therefore, further refer to the subject here. The sclreme we i^nae3..-=Tana, 
has beeu for ’some time in abeyance, pending the consideration by your Committee of the 
whole subject of agricultural credit in Ireland. 

It wifi be observed that none of the lending schemes of the Board of Worim or rf the 
Department of Agriculture make provision tor snpp ymg one ?* 

of agricultural credit refjiiired by the small farmers of Htian , . ., _ ^ . AgriQiDture 

■of stocking their holdings. In one .special case (at Cf t ™a), the Dep to a number ' 

made an advance through the. agency of a specially foime _ - . , /’ . grant or Itu'as. 715 - 7 . 

of new holders for this object. Assistance of this nature is f f, 

loan, in certain instances by the Estates Con.nussioners and We 

Board to re-instated evicted tenants, migrants, and m best be R»a ’w 

have stated elsewhere our reasons for believing that loans for this purpose can 

•dealt with through the agency of Credit Societies. 

Proposed Ac/ricuUnral Credit Section of Department of AgricuUure. 

737. The fact that the Depai-tment administer 
tm-al purposes makes it desirable, in om should also^ave the 

should be co-ordinated in a special Agricultural (>edit S^tion i-evised 

supervision of the re-organised Loan Fund system outline y ‘ j 
seheme of Co-onerative Credit. 


3. .545-U8 


upervision of tne re-orgamsea 
L'heme of Co-operative Credit. 


We give on the following page a Table shelving “ i' 
stent of the operations of the Department m agrienltural l oans sincej^ 

* See Appendix 12 to Minutes of Bvidejioe, pp. 533--1. 
t See Table, on p. 240. 
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CONCLUSIONS. 


"4=- .T s,.s="i““" “ “ *“• 

a the i9“s aad some of the schemes ha^e largely mcieased in e^Jit since 

'ft“Le“ Sabiy the scheme of loans for agricnltural implements. These useful 
Sfc are “os/'^dely availed of in the congested districts. 

.epaymentof^ea« 

the ease of • this^obviates the expenses and debys attached 

Tto Which have made best progress are those m which 

mortgage security is not required. 

<“> tm“e^:s*rfa= 

r£;st^red%hir— we thinh, be materially relaxed. 

(d) It is regiettabk that in spite « terSi^^d 

supply. , .rhemes of the Department, such as those of advances to Credit 

S„ci« tayrarrand scnto^ schemes, &c., have been more conveniently 

dealt with in other sections of our Keport. 

( 0 ) The fact that t«— is 

schemes of various sorts f Credit Section which should, in addition 

Sthe^r" “h: rT:rgi^Strknd sys^m outhned in our Report, and 
Stte revis^ scheme of Co-operative Credit proposed by us. 


2TJ 
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Para. 5. 


(d.) EXPENDITURE BY ESTATES COMMISSIONERS ON THE IMPKOVEMEtfr I 
AND STOCKING OF HOLDINGS. 


The importance of the fimctions of the Estates Commissioners in relation to ti ^ 
development of Irish agriculture fcould hardly be over-estimated. The great legislati?! ' 
measures of Land Purchase, under ■which the fee-simple of the soil is steadily pasaneh ' 
means of State credit into the hands of a peasant proprietary, have laid the foundatioa |- 
upon which may be ^'adually built up a sound and prosperous rural economy, ■wittiie 
assistance of the various vol'untary and Sta'fce organisations at work in their respective I 
spheres. The e-vidence received by us has been unanimous upon one point— the 
great improvement usually ■wrought in the condition and whole outlook upon life of those ^ 
farmers who have obtained the complete o^wnersbip of their holdings, as compared with T 
those who are still in the position of tenants. The former class are, for easily undeiijtood • ' 
reasons, much more likely to turn to the best advantage any safe system of agricultual 
credit which may be placed ■within their reach. We have indicated in the opening of our 
Report OUT opinion that the present time, o^wing to the far-reaching effects of the Purchase 
Acts upon the rural conditions of Ireland, is one in which the position of the new owners 
in respect of the capital and credit requisite both for long-term improvement pmposes ^ 
and for current farming expenditure, calls for the most careful consideration. ' 


Problem of Credit for Pwrchase of Land largely solved in Ireland by Land Purchase icfe, 

739. In this connection we may observe that our task in investigating the subject matter 
of our Inquiry has been very ma^fcerially lightened by one outstanding factor in the situation, 
■VIZ., that in Ireland the important branch of rural credit which concerns itself with advances 
to agriculturists for the purchase of land could be almost en^tirely eliminated from oni 
co^ideration, thus strikingly differentiating this country from others where this difficult 
and fundamental question necessarily occupies a prominent place. The machinery now 
at work for the ■transfer of the land to ■fcenant-purchasers is unable — mainly from tie 
very success of the scheme — to operate as quickly as the eagerness of the purchasing tenants 
■would^desure ; but the statistics of sales under the Irish Land Purchase Acts reveal the 
gigantic scale of the work already accomplished. 

A X proceedings had been instituted under the Land Purchase 

Acts lor the sale of lands of an estimated Purchase Money of over 121 millions, of which 
sum almost 82|- milhons had been advanced ; 1|- millions had been provided in cash by the 
puichasmg tenants learag on that date lands ot an estimated Purchase Money of about 
37 m^ons ^nding for sale. During the year ending 3ist March, 1913, almost eight milSom 
had been advanced under these Acts.* . , v B 


Por the tenons above indicated, we propose to deal only with the expenditure of the 
Estates Commissioners tor the improvement of estates, e.g., upon the erection of farm 
Sni dramage, fencing, reclamation, &o. (similar to the objects of the land 

Works), and upon the supplying of stock, seeds, implements and 
* ob™us fiat such erqienditure has a very direct bearing unon the question 

of tbe^?™ M “t'pM and credit are nSled.for the beneft 

of these new holders, to enable them to make the most of their land 


Powers of Estates Commissiomrs in comection mth land imjorovement, do. 

Act 1903^to ConmnssioMrs were enabled under Sections 12 and 43 of the Irish Ud 

OT nrolcfsed money for the improvement of estates or imtenanted land purchased 

tas^oTCldits expenditure on improvements 

wL enmoS’ price, the Co^ssionem 

^ y thought fit, to recover the money so spent by increasing ike 
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1<. Diiee of tte land afleoted. The latter power, which was in the first instance limited 
’ fates purchased by the Estates Commissioners, was extended by the Evidtd Tenants 
(Sec n) to lands sold to a reinstated eyicted tenant by the owner of the estate ; 
d was farther extended by the Irish Land Act, 1909 (Sec. 30), to lands sold by landlords 
to tenants through the Estates Commissioners. 

Your Committee understand that it has been held that the Estates Commissioners 
t m newer under these Sections to sanction expenditure not only on works of improvement 
h hs buildings &c.. but also upon the purchase of live stock, seeds and implements ; 
ft that in^ case of the latter class of expenditiiie, i.e., for purposes other than 
tl sc of permanent improvement, the Commissioners have no power to recover by means 
( Tt and Purchase annuity any portion of the money so expended. Practically all the 
puditure of the Estates Commissioners under these Sections is on estates purchased 
whom for the purposes of resale. These estates, as a rule, require re-arrangement and 
■movement of existing holdings, and also the division of untenanted land mto new 
ulwinas These new holdings have necessarily to be equipped with houses, fences, roads. 
Ip while the allottees, who include evicted tenants, migrants who have surrendered 
Sr holdings for the rehef of congestion, labourers, and occupiers of small holdmgs m the 
mighbouihood, ate, if the circumstances require, provided with stock and implements to 
work their land. 


Procedure regulating making of recoverable Advances amd nm^repaydble Grants. 

741 So much of the expenditure on works of improvement as in the opinion of the Com- 
missioner can be recovered, having regard to the secinity for the payment of the Land 
Purchase Annuities, is included in the price of the holding so improved ; and the balance 
is teeated as a grant not repayable. Where there ate general estate improvements carried 
™t such as roads, bridges, deepemng of streams, &o., the expenditmre (or such part of it 
rthrCommissionens consider can be added to the purchase money) is apportioned, where 
m-actioable amongst the holdings benefited, and is similarly repaid m the Land Purchase 
Aramities ’ As regards the money expended on improvements but not made repayable 
^irLand Pui'chase Annuities, it is, we rmderstand, the practice of .the Commissioners 
to rLire the purchaser to e.xecute a deed charging the holdup with the repayment of the 
in the event of his not working the holding in a husbandhke manner, or paitang 
S its possession within five years without the consent of the Gomrmssioners. The 
enforcement of this condition has been found necessary m a comparatively small numbei 
of cases. 

The expenditure of the Commissioners* on the improvement of estate is made once 
and for alfL the occasion of the sale ; once the holdings have been vested in the tenant 
rurcSserl any further Bnancial assistance which may be required for such purposes must 
be obtained elsewhere by the purchasers. 


J. T. Dcenaan, 
4044-6. 


Finanoml fosition of Reinstated Evicted Tenants. 

*temSaS^qSmd^^ , ortoStSemenUn te 

chattels provided for an evicted tenant by mean, o g proceeding of law, 

shall be made available in any bafatruptcy, or } y contracted or inom-red by such 
to pay, satisfy, or discharge, in whole or m part, “7 became 

sviLd tenant prior to the date on which the parcel life, 

vested in him.” This proidsion aims at 

but does not preclude sSxure of his stock or chattels for any debts which ne m y 
subsequent to the vestu^ of the land in him. 

*To meet the expenditure of WM W sSS>?43 oTthl AebS" 1903 made a^il' 

land, a Eeserve Fund, amounting to a^ut ^ amount annually 

able. Since it became exhausted m May, 1910, f^rliameut pursuant to Section 28. of the 

l>yfteTte»ury, is obtamed out of Moneys provided by Pirhemeiit, pur 
Act of 1909. ■ 2 IT 2 
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Details of repayable advances and of free grants. | 

743. The expendituie sanctioned by the Estates Coniniissioners for the unprovemeiitof • 
estates, the reinstatement of e\’icted tenants, in the period from the 1st Novemliei ■' 
1903 (the date on ■which the Act of 1903 came into operation) to the 3l.st March, 1913 I 
amonn.'ted to £567,489, of which sum £247,029 is included in the purchase money 0!% 
land sold and is repayable by means of the Land Purchase Annuities ; while the baWc« ' 
of £320,460 was sanctioned by way of free grant not repayable. The particulars of % 'i 
expenditure are set out as follows in the Keport* of the Estates Commissioners : — 4 


— 

1 

' Advances ' 
repayable 
as pait of 
Tenants’ 
Purchase 
Annuities. 

Free Grants 
not 

repayable. 

1 

Building and repair of houses 

£ 

169,365 

£ 

131,291 

Drainage, fencing and amalgamation 
of holdings and parcels. 

36,044 • 

10,915 

Improvement works generally 

48,667 

25,599 

Stock, seeds, implements and manure 

! 

135,281 

Other esmenditure imdei Section 12 of 
the Irish Land Act, 1903, and 
Section 6 (1) of the E'victed Tenants 
Act, 1907. 

3,963 1 

I 

! 

17,374 

£247,029 ! 

£320,460 

Total 

£567,489 


Of this expenditure, the reinstatement of Evicted Tenants accoun'bed for £340,318, 
viz. : £102,829 repayable in the Land Purchase Annuities, and £237,489 as Free G-rants not 
repayable. Deducting this amount from the total sum sanctioned, it will be seen that the 
expenditure of the Commissioners on the benefit and improvement of estates and untenanted 
Laud, (exclusive of expenditure on the reinstatement of evicted tenants) was, during the 
period referred to, £227 ,171, of which £144,200 is repayable in the Land Purchase Annuities, 
£82,971 being free grants. Of the total sura of £567,489, over £83,000 was sanotioaed 
duiing the year ended 31st March, 1913 (£47,000 in repayable advances, and £36,000 ia 
free grants). The actual exp^diture during the year was £63,322. 


Evidence of the late Mr. M. F. Soga/n as to successes and faihires among neic hold&'S. 

• T_ Con^ttee attach much weight to the valuable and suggestive evidence fui- 

mshed to them by the late Mr, M. F. Hogan, Chief Inspector to the Estates Commissioners, 
whose deeply regm^d death has deprived the Commissioners of the services of an ex- 
periencedand skilful officer. His evidence dealt mainly with a particular district, embracii^ 
most of the bounty Galway, where the Estates Commissioners have canied on extensive 
operations ; but this area may be taken as fairly typical of other districts where the land is 
lamy good and mi^ants possessing sufficient means to work an economic holding are 
^liat out of a total of 989 tenant-purchasers in the 
Stooldng, or partly stocking, and 
holdings, while 5 per cent, were letting their land. To some extent adverse 
tip M *'!■. "light account for the action taken by 

of ® purchasers, 59 were evicted tenants, 128 migrants, and ,56 sons 

enlargements of holdings. The percentage of failmes 
XT® Mr Ho^Tsfo™ tenants, 12J. migrant, 4, sons of tenants, 

have called faihi^ k Holdings, the largest proportion of what I 

Le nrSure™ e^cted tenants ; the uezt Imongst the mi^ants; whereas th«e 

latter class eet holdiiSs nr f ^ fi ^ might say that only a very small number of tha 

to the Lcbfd taints! whOe 

much capital on improvements of tenants have sunk at least five Umes « 

economic point o f view are the best of^he lot” 

*Cd. 7145-1913, p. XVIII. ~~ ' 
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Success in Farming a question rather of Character than of Capital. 

7 ft It is instmetive to note that, according to Mr. Hogan, the "HJan of Campaign” 

* are the most suocessfal of the reinstated evicted tenants. The canses given 
superiority contain much that is of special relevance to the subject of om 
irv aS fumik confirmation of the fact that capacity and character are more 
SSai factors in the building up of a progressive agriculture than credit and capital, 

Jiecessaiy as these latter are. 

“ Taken ns a iskole they (the Plan of Campaign tenants) axe doing vondetlully well. ... 

Tt™ veic not inilnies. They had some enpitai when they were put ont. They held the pip. . . 

m (ha isolated tenants who wore evicted here and there through the country, those who stuck to 
2,™ land aVe doing well, but of those who drifted to the towns many were never mdnstrions, 
and history will repeat iteelf in their case. 

Disafpoiniing resuUs in a number of cases of re-instated Evicted Tenants. 

746 . In regard to the reinstated evicted tenants in County Dublin, Mr. Hogan 

There are four ‘he C.un^^ o^rh^vS ^“ 10 “ fTom lo'rei 

State aOT?s each ^ ta almost all cases houses were built, and free grants of £100 each for sto J 
statute nnwnneiasioners On one of these estates seven evicted tenants were planted. 

IS"of the tod^ under ^Itivation, except in one ease. Taking the fonr estates m qneetion 
J nXr half of them are letting their lands, and several of them have never gone into oeeupotion 
of tS homes hnilftor them by the Commissioners. These people do not appear to h. des.rvrng 
tetherereS They got larger holdings and larger grant, than the average given ovtoted 
Lent It doL not afpe.r to^ave hefedted them very mnch and they do not appear to bo 

“™'l ‘thiS‘te'e IStrence to be drawn here is that large grant, easily ohtained do not 
necessarily make for sncooss. An Aot of Parliament may quahfy a man for land, but an A^ 
”?Si»me“eannol make him industrious. Yon _c.„ devise moam to g.v. hnn a loan, but I am 
doubtful if you can make him use it to advantage. 

The Annual Eeport* of the Estates Commissioners for the year 

Srh^v^WoviM^^^^^ aU mreyTs Ln e Jended on equippmg 

"(foSkonL”^^^^^ 

from m and around the city ot DuDUn ana nuii uui -nrovision of 

a large extent so lost touch with the practical work oi a farm that the mere provision 

fundi could not transform them mto Sa 

The arrangements made for the si^ervision of p Tnsnector of the Estates J. Benner, 

loan or grant, by qualified persons m the the comparatively ®236, etc. 

Cominislione^s, haVe imdoiibtedly been a chief factor m comparatively 

small percentage of persons who have misused the money advanced. 

Dimming Prop&rtion of Free Grants to new holders. 

747. The Estates Commissioners, with tiieir staff 
needs of the new holders, are natmally m the Lq^s_ Iu, our opinion the 

of free grants being given in certain cases instead of rep J . extent to which non- 

soundest economic policy would be to dimmish, as far a p > beins steadily pursued 
rspsyablc advances are made ; and this comse is. we ?o meet 

by the Commissioners. Such non-repayable gran s would not be feasible, 

very exceptional cases, where the advancing o ^^FF^vie+edTenantst have hitherto, as Para. 74a. 
The operations in connection with th.e leinsUtemen , ■ v likely to' diminish very 
we have seen, absorbed the bulk of tJiese free grants, which are likely ^ 

*Cd. 6436, p. XXII. 

tSee Section 1 (2) of 7 Ed. VII., ch. 56. 
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appreciably in a mount as the reinstatement of tbe limited number of eligible evicted temuk i 
draws to a close. But exceptional cases of new holders requiring special financial aids 4 
sure to be met with, from time to time. 

i 

For the purposes of obtaining stock, seeds, implements, and manures, grants and not 
loans have necessarily been made, since advances for such cun-ent expenditure conW •' 
not be made repayable \nth tbe purchase annuities. The provision of financial aid for !' 
current expenditui’e of this nature, however, seems to us to be to some extent outside 1 
the normal functions of what is primarily a Department for the carrying out of the opera ^ 
tions of Land Purchase. We have had occasion to refer to this aspect of the problem \ 
when dealing with the lending functions of the Congested Districts Board. The exten- • 
sion of sound Credit Societies should in time enable this brancb of agricultural credit to 
be dealt with mainly by them, and not by any State Department. , 

Expenditure on Improvement repayable by landholders with Purchase Annuities. ‘ 

748 . A special feature of the land improvement expenditm'e of the Estates Commissioneis 
for tire benefit of the new holders is the fact that money thus expended is made repayable 1 
as far as possible, with the Purchase Annuities. This convenient arrangement means 
that the expenditure is not finally repaid in full for the long term of almost 70 year's i 
gradual process which makes the burden almost inappreciable, and ensures automatic 
and regular repayment of the instalments of principal and interest. The expenditnie 
in fact represents merely the enhanced price of the estate consequent on the improvement 
made. 

Under the Land Act of 1903 this arrangement was applicable only in cases of estates 
purchased and resold by tbe Land Conunission, and not in case.s of direct sales between 
landlord and tenant. In their ad interim Report issued in April, 1905, the Estates Com- 
missioners stated that they had been advised “ that in cases of estates sold by landlord 
to tenant direct, they cannot make advances for improvements repayable by annuities 
under the Purchuvse Acts. Such advances must be made out of the Reserve Fund by way 
of free gift, or under special contract for repayment. It is manifest that if free gifts out 
of the Reserve Fund were given to any considerable extent, the Fund, which only amounts 
to £250,000, would soon become exhausted.”* We note also that one of the proposals 
put before the Royal Commission on Congestion in 1908 on behalf of the Department of 
Agriculture was as follows : — “ In order that the new holders in the West may be able to 
develop under the Count}’" Committees’ and the Department’s schemes from grazing to 
tillage and dairy farming, the advance for buildings erected under supervision should be 
adequate to provide houses suited to a mixed grass and tillage farm. The enhanced value 
of the holding and the facilities for increasir^ the income from the fann which this equip- 
ment would mean "would more than justify the consequent increase in the purchase 
anniuty.” 

By "the Land Act of 1909 (passed in the year after the issue of the Repoi’t of the Royal 
Comnussion on Congestion), provision was madej* extending the principle of improvement 
advances repayable with_ pmchase amiuities to approved cases of direct sales between 
mndlord and tenant. This did not apply to improvements made by the Congested Districto 
Board on purchasers’ holdings in the congested districts ; but that Board have 

expressed their desire that the same powers should be conferred upon them in this respect 
as are given to the Land Commission by tbe above legislation.! 

In coasidering the amounts advanced by the Estates Commissioners iii I'epaysble 
loans and in tree grants respectively, it should be borne in mind that many individual 
transactions are included^^ at the same time under both heads. Although it is the usual 
practice of the Commissioners to add to the purchase money the whole of the capi^l 
exp^decUiy them on permanent improvements on the holding, vet a portion of such aid 
IS often given as a free grant. 


lUustraiwns from other countries of remisswn of repayment of State loans during 
eo/rli&r years. 

^stem of land improvement expenditure made repayable 
annuities, your Com^ttee desire bo submit as worthy of careful considera- 
tion the following propo.«=al in regard to repayment. ^ 


* Cd. 2471, p. 13. 
r 9 Ed. VII,, c. 42, Section 30. 

X NmeleenUi Report of Ccmge^ed Districts Board [Cd, 5712-1911], p. 27. 
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Sn inliei'ent feature of all land improvement expenditure is the length of time which 
t elanse before it can become reproductive. It is therefore during the earlier years 
t .pnavment is found to press most hardly, for there has not, as a rule, been time for 
i onev thus sunlr on land or buildings to become fruitful. This difhculty has been 
™ "^ised and dealt with in various ways in the land credit systems of other countries. 
v'°?staEce in the land colonization schemes carried out inNorthem Germany, the colonists 
l have to erect buildil^s on their holdings may be freed from the obligation to pay 
e for one two or even three years.* We observe also that in the new Bill drafted by 
ecial Conimission appointed by the Ttahan Minister of Agriculture a short time ago to 
“ me into agricultural credit in Southern Italy, it is proposed that rural credit loans, 
“iT bv the. suggested agricultural Credit Institutes, for form building oonstmction, 
J inace^ fencing roads, planting, &o., shall be redeemable in a period of from. 3 to 30 years ; 
hnt aot’when the term is over 15 years, the borrower wiU for the first five years pay only 
hrterest, the principal being repaid during the rest of the period agreed upomt 

In Denmark, under the law passed in the year 1899 for the estabhshment of 
Small Holdings (as amended by subsequent legislation), every man or unmarried woman 
■ X is employed principally as an agricultural worker or has worked on a farm of a size 
Itrred to in the law, is entitled on certain conditions to receive a loan from the btate 
m the nurohase of a Small Holding. This State loan is granted against a mortgage on 
She holding (including building, implements, Uve-stock, &c.), and bears interest at 3 per 
rpnt No instalments are required for the first five years. The same prmciple or 
remission of all payment for the first five years is found in connection with the loans 
3e under the law of 1907 from the Danish State Loan Funds for the parcelhng out 
of agricultural properties.); 


Fnmsal that Sejmyment of Ptmeiyd of Annuities should he remitted for at hast me 
^ year vn certain cases. 

760 Other illustrations of the application of this useful plan in long-term im-al credit 
could be auoted.5 In the work of the Estates Commissioners, the principle is already 
oartially recognised in that interest is not charged to a tenant-purchaser, for advances made, 

Ling the period that elapses before his holding is vested in him In many instances 
the aJoption of the principle would, we believe, prove extremely helpful to the new peasant 
proprietors in Ireland. We think that the period for the commencement of the 
of land purchase annuities, with any addition made for improvements, should, at the 
discretion of the Land Conimission, be deferrable for at least one year, and possibly 
in exceptional cases for some time longer. Presumably, however, it would be Mpessagc 
for the holder to pay interest during the period of rem^sion of repym^ent of prmcip^al 
in order that interest on the Land Stock might be paid. The le-mtiodueti^ recent 
hish Land Bill would seem to afford an opportunity for making this .slight but useful 
amendment in existing legislation. 

Need /or more Tillage by Tenant-Purchasers. 

■ 751 We have had occasion elsewhere in our Beport to refer to the many benefits p„., iss. 
wliich increased tihage would confer upon the imal life of Ireland. 

in favolu of tiUage being undertaken by tlie smaU farmer was put forward by . 

M. P. Hogan— based upon his experience m setthng tenant-purchasers upon their ne 
enlarged holdings : — 

" U you moke it e»y to borrow money to buy stock to “n‘ ’“*• 

into a still lazier grazier, you put a premium ou ^al who depends ou 

live and rear a family on the profits of grazing 20 or 3 . • useless to the country, 

the profits of grazing 30 acres is no good for himself or his family, and he is nseiess ro tne a 


»See Bulletin of Ecom.n: und Social IntdUgence the Beform of 

1 Annals of Credit and Thrift, No. 99, 1912 : P^^ceedvigs of Depart- 

the Laws on Agricidtural Credit in the Provinces of the ^o^ ern Gredif and Thrift, Co- 

of Agrifulturo, Isivstnj and Commerce, Go^al °/„Sj„X;„ee, Eouie, 

ogonatiL ami Social fnco-anee," 1913, quoted iu SnUohn of gcmmu, and Social In.tou.go , 

Z-llZiunal Condiliono Urited Stetee Bo— 

“r'ofL? LXMri^riP'lKte^^^^^ 

advance, 
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“ The men who are succeeding best are the men of small capital with industrious fam'i' I 
who have a fair proportion of their land under tillage, who feed pigs and rear calves aud t i 
poultry, and who work what I may call the ' side-shows ’ of the farm well, who do not go to ^ ^ 
•fair to buy grazing stock beyond a calf or a yearling or two. A couple of young pigs jr ' 
a couple of young bullocks cost £18 or £20 ; the pigs pay more, and the capital employed a [ 


children, that would otherwise be valueless, is utilised in feeding the fowl and pigs, 
save the turf and hay, and weed the potatoes and turnips." 


our of tie 
helping to 


Tlie Financial Value of the " side-shows ” of the Farm. 


V 


r 


752. The potentialities attributed by this witness to the so-called “ side-shows ” oitb ' 
farm, viz., the smaller agricultiu:al industries dealing with poultiy, eggs, bacon, butter kt ' 
were not, in our opinion, at all over-estimated by him. In dealing with the shop debta of ^ 
the rural classes, we have pointed out the excee^ngly beneficial effect which would accne - 
to the farmer’s household economy in various ways by the production on his own land ‘ 
of much of the food for his family and of the feeding st\iffs for his live-stoclr, now so largelr 
bought by him — too often of an, inferior quality and at a higher cost, when compared '• 
with the quality and price of the home-grown article. Much of the hampering indebtednea 
of Irish farmers in some districts is due to this uneconomical method of carrying on tic 
industry of agriculture. We are aware of the many difficulties attached to the problem 
of the revival of tillage in Ireland, the chief being connected -with questions of labour 
But on small holdings, where the necessary labour could be furnished mainly by the tenant- 
purchaser himself and his family, there seems no reason why an industrious man should 
not, by tilhng a fair proportion of his land and developing the “side-shows” above referredto 
— with the assistance in deserving cases of moderate loans for specific reproductive puiposea 
—greatly increase the income from liis holdii^,* and appreciably raise the standard of 
comfort in his home. 


Regularity of repayment of Tjxnd Purchase Annuities. 

753. A strildng feature of the worldng of the system of land purchase in Ireland is tk 
e^remely small proportion of the new peasant proprietors who allow the repayment of 
their anniuties to fall into airear. 

On 31st Marel, 1913, out of 216,637 payers of Land Ptu'chase Ai nm ities of a total 
amount of £2,416,746 collectable in the year ended on that date, 6,517 payers (or 3 per 
cent ) were m arrears to the extent of £48,563 (or 2 per cent, of the total due). By the 
1st July, 1913, I.C., mthin a period of three months, tbe number of payers in arrear had 
tauen to 1, 378 (or only • 6 per cent.), and the amount of arrears to £12,959 (or only -5 per 
Thus on the latter date the annuities in arrear amounted to only 
a little over ten shilhngs m £100. 

According to the last Eeport of the Land Commission, “ the holdings of 173 purchasers 
j who were in default in payment of tieir instalments were 

Br,v,QT.a n ^ ^ durmg the year. In 122 of such cases the sales were withdrawn, the 
in on ^ holdings were sold to ordinary purchasers, and 

Commission have instituted 

talrmf' ell 3 ® 0^ I’ll® foldings pending resale. In 16 eases where possessiou 

still in hand for resale.”1' 

of nurehasers under Our notice a practice adopted by a considerable number 

to obtaining the use of money.at a low rate of interest at 
to net fate “"O'' the repayment of their landpmehase annritiee 

to to issue, the arrears being paid without allowing the case 

credit was the Chnir the witnesses who referred to this method of obteminj 

credit was the Ohaiiman of the County Longford Committee of Agriculture, who said:- 


that expense'" andTpWn. .'ifT 11'" " ""y that men have of obtaining loans without 

chased their holdinls infteS “s*. Some farmers who have pni- 

due, frequeutlv retain tliP mn ^ to t£e Land Commission when tliey fall 

a«ai„stte„^^^^ 

^s.wireiL5.‘i Sg!;r:etrd2L“d^ rbgfor^?."‘^ 


“ breakfast^taSta '* mi '“fr'''' *S>‘™ltuial indnstries, especially those dealing »» 

pnbl..,hed by the Department of AgricnltoreaS'reitlTL™^^^^^^^ ’ 

1913 {£w!° 697°9),* p' fz'‘ Comnmsioners for tU jitrial from Is* A pr«, 1912, (o 31s( MorcK 
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T 4 . -c, Avi(ient that this form of securing cheap credit has become fairly popular in some 
■\ tlSmmh the proportion of such cases to the total number of tenant-purchasers 
districts, a ^ needless to say, Ls one to be discouraged by all who hare any 

^ .v^th the new holders, h'or one thing, it tends to give to these new peasant pro- 
•jSS a reputation for unpunctuality which, as a class, they are far from deserving. 

r Irn'orovement Expenditure of Estate.^ Commissioners suffideni, on the whole, for 
^ needs of neio holders thus dealt wiih. 

,u From a careful survey 'of tte various facts biouglit before us, your Com- 
at , «'ve of opinion that in respect of permanent improvements to the knd, such as 

HiVe upon buildings, fencing, &c„ tbe needs of the new tenant-pmohasers outside 
!?™Seraieas who are receiving new or enlarged holdhigs through the Estates Oom- 
Srs ate ou the whole, being adequately met by the system admimstered by the 
??^SoMS In nf tlio nnieful selection made by the Commissioners so 

'.CcTsme that as far as possible the newly created peasant proprietors shah not be 
5 .ihute of some ready capital, we beheve that there ate not many cases where it wodd 
Wdi^hahle to advance long-term loans to this particular class of fanner. We are rather 
KaI?to asree with the mew that “ the tenants who are not migrated at all, and who 
Mtno enlargements, are better entitled to oonsideration m the way of financial assistance 
lisn the people who are moved.” 

But a revision of the system of Land Loans administered by tbe Board of Works, so as r«r«s. sss.i 
is it nm e elastic and more adapted to the needs of the smaller farmers would, m 
to make « mom aatisfaetorv method of dealing with the requirements of the 

w toiders’iu respect of land improvement expenditure, thiis leaving Eie Estates Comms- 
“toners and the Co^igested Districts Board free for their specific work of land purchase, sale, 
and settlement. 

The important branch of lutal credit which concerns the obtain^ of ™ 

ftepmpose of stocking ‘''e and for^^^ 

fcaSwtrXs:”: ^ioipZihSL? ST eeem to be properly a burden 
which should be placed upon the Estates Commissioners. 


VndesirahiUy oj making large loans to small farmers. 


,55. Several witne.sses at our Inquiry dwelt upon 

of too large an amount to small farmers. Sonieo’ , bv Mr Hogan whose 

quite large enough for safety. This maximum was advocated by Mr. Hogan, 
reasons we tbiuk it desirable to quote : ^ 

"No aniount of capital would make some STo^iS :oJd S -ume. ' 

of £20 or £30 would be a blessing, and I know not be an advantage 

You must not take me as saying that financial On the contrary, I believe 

to some of them, even to those classed amongs reach comparative prosperity, 

it would be highly beneficial, give them a great lift, h®^P ^ ^30 ^r under , I would 

which is already W well in sight But I would f J«y hmiUoans to ^ important, 

make small loaim for the purchase of a cow, a horse, a pig, or a lew sue p, 
for seeds or implements, or the putting in of a crop. 

‘‘But under no circumstances would I I would even prefer to see a 

stock, or for what is commonly understood con-acre meadow, 

man setting a small proportion of his land, or se _ Successful graziers on a l^ge 

rather than resort to borrowing money to buy ato J to t^ ^ s^ali holders 

small scale in the districts of which I speak are „ ^ g,de easy, except to a very 

uudei- review would not make grazing a success. , it easy for a small fanner of the 

extent, is a highly dangerous experiment. If you would make it ea y ^ ^ 
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class we have called failures, or partial failures, to torrow £60 or £80 to buy stock you ; fr 
opinion, put bim on the high road to ruin. I know many men who, if they had easy I 

credit, would be sold out long ago. ‘ BoiTowing dulls the edge of husbandry,’ and a low in *!? I 
a case would probably lose both itself and the farm.” *'''4 a 

The suggestion that a system of long-term agrieidtm-al credit should be establiste,] 
in Ireland by means of Land Mortgage Bonds or some similar scheme based on. ContmeaS ^ 
models, such as the Gennan Landschaften, is one not infrequently made, and is dealt with I* 
Paras. 849-58. i^y -^g elsewhere. •( 


CONCLUSIONS. . 


Para. 739. 
Paras. 741-8. 

Para. 749-60. 

Para. 753. 
Paras. 764-5. 


756. The following are our main conclusions in regard to the expenditure of the i 
Estates Commissioners on the improvement and stoclang of holdings : — ; 

(а) The carrying-out of land purchase in Ireland by means of State aid fortunately t 

precludes the necessity of including in the scope of our Inquiry the question of the supply ;• 
of capital and credit to farmers for the purchase of their holdings— an object witliwiicli 
many of the rural credit problems of other countries are concerned. ^ 

(б) The Estates Commissioners’ expenditure for the benefit of the new holders consists '■ 
of advances repayable with Land Purchase Annuities, and of non-repayable grants, lie > 
expenditure sanctioned under these heads from November, 1903, to March, 1913, amounted ’• 
to £247,029 and £320,460, respectively. The reinstatement of evicted tenants accounted 
for £340,318 of the total. The Commissioners are reducing as far as possible the number ' 
of free grants, which . have been chiefly made in the cases of Evicted Tenants, and io •- 
similar exceptional instances. 

(c) In many cases, the remission for one or more years of the repayment by a tenant- 
purchaser of the principal of the land purchase annuity or other State advance would h 
helpful ; for it is during the earlier years that the pressure of repayment falls most 
heavily on the small farmer, before the money sunk in land or buildings has had time to 
become reproductive. Such remission of repayment of State advances during the earlier 
years is frequently found on the Continent. 

(i?) The regularity of the repayment of Land Purchase Ammities furnishes one of tbe 
strongest proofs of the credit-worthiness of the Irish agricultural classes. 

(e) The expenditure of the Estates Commissioners for land improvement purposes 
adequately meets, on the whole, the needs of those dealt with, especially in view of tie 
care taken m selecting new holders who shall not be destitute of some ready capital. But 
the provision of capital and credit for current expenditure, as stock, implements, &c., 

IS work properly lying outside the functions of the Estates Commissioners, and can best 
be done through the agency of Co-operative Credit Societies. 
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SUMMARY OF STATE AGRICULTURAL LOANS AND GRANTS. 


Gi-ards made by State Departments in Ireland for va/rious Agricultural purposes 
in the Year ended 31si March, IQIZ. 

inff completed oux consideration of tlie loans and grants made _ for 
moses in Ireland by tbe four Departments concerned, it will be convement 
Tabular form these various operations of the State m the sphere of rural 

that the total expenditure in one year was over £212,000. 


Advances 
Repayable 
with Annuity. 


Free Grants. 


(a) BOARD OF WORKS. 

Dmuwe. Maintenance. &c. 

Field Works 
Farm Buildings 

livtiourer-a’ Cottages 


not e 
Purchase 


jxceecungir v 
of live Stock 


DEFARTMENT OF agricijtot 


15,379 


Total? 
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SECTION IX. 


THE CREDIT NEEDS OP RURAL INDUSTRIES. I 

■“ L 

Although your Committee’s Inquiry has had as its main object the consideraf »' 
of the credit requirements of agriculture, there is another important branch of acti^ ’ 
in rural districts which has in many cases so intimate a connection with purely aericu^ i \' 
credit problems that it is difficult to separate them. We refer to the varmus i * 
industries of the country, whether the industries carried on in the homes of the op i ^ 
often as supplementary to their main calling of farming ; or the small mills for the produ?’ ^ 
of woollens, tweeds, Hnen goods, &c., which are in operation in many villages aadc'^^ • 
much-needed employment in the locality, especially to the women and girls. ’ i ^ \ 
therefore interpreted our terms of Reference as not excluding from our consideration ■ 
needs of these and similar rural industries in respect of capital. Ireland is not likelv ' 
become a manufacturing country on any considerable scale ; but her soundest econo^ 
development^ cannot be attained, we believe, unless an extensive expansion ofhersma]l ' 
rural industries takes place concurrently with her agiicultural progress. This important i 
question was dwelt upon in the Report of the Recess Committee in 1896. ^ • 



Direct Advances from State Funds to Rural Industries not, as a Rule 
Advisable. 

_ _ 758. We are aware that in our use of the term rural industiy ” we are emplovmt 
It m a perhaps somewhat wider sense than that in which it is used in the Act of 1899 creaS 
the Department of Agriculture .iud Technical Instruction.* “ Home and cottage indS 
tnes specfficaUy come withm the scope of that Act as matters which, like amculture 
can be aided from the Department’s Endowment Fund ; but woollen mills, &c evenin’ 
rimal districts, would apparently be treated under the Act as “non-rural” industries 
a^istance to which can be given by the Department only in the form of technical mstruc- 

Tpow'i 0* Department of Agricnlture a»a 

Con^ttee in 1907, f wio stated that there was " evideaot 
furthraid “i iM^Mban industries cannot be re-estahUshed without 

thf d™llmput f li^tation. It has been pointed out to us that in 

the devdopment of an industry inYolving operations new to the population of a locslitv 

to t,Sst“oTm, A f **‘"™S’* iLividual worker t 

LAlness A '“I'-® oohditiona, and that 

S seourkiTo f ™ ‘lis account as wed as by the special difficulty 

a speS diSi^ I produced in a new locahty. We learn, too, that there it 

established in narto f T lA?^ manufacturing or other industrial Teutuies 

It is obrious ™ connection with such enterprise. 

ind^riaTurL^to to direct or indirect-to enable he. 

are of opinion that whato.™^^'^^^^ difficulties, is beyond the scope of the Act, and we 

. a. — 

DesirabUity of ntHising in Irish industries an imremed proportion of the large suwtsin 

bility or otherwise of the question of the dffiira- 

industries, such as is undertakelffn Tar’ious°S**’ development of Irish rural 

alone would preclude any recommeudatton terms of Eeference 

that we have received nJevidenoe at nnr T State financial aid. But we may say 

direct State advances to industries wouM be ™ 

stances, sucb as those instances in the w m the most exceptional circum- 

in the exercise of their wide legal powers in*tWs“*’r Congested Districts Board, 

industries in necessitous placra partlv revived or established various 

— — ^ P y by grants o r loans. J The general application of 

t Cd.^ 357r5?07, Technical Instmction Act of 1899, Section 16 (1) (g). 

£4,391. {Twenty-fiist Repoi-l of Board, Cd'^ 731 ^ 1 ^°p '^43 Industrial Loans, amounting to a total of 
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I suBPOit to industry throughout Maud by the Department of Agriculture and 

such Section or by any other Goueinment Department wo^d be. we oonsidei, 

Techmca ns pounds. All competing industnes would have an eqml clamr 

“ S'“r,“5;!uL° of public money. Some of the chief reasons agaUKt expenditure of 
t ftndjXre individual enterprise is called for will be found m the Section of our 
State to ^ advances of State money to Credit Societies. See pmu. »9 d.e 

Bepoit dealing j £62,000,000 in deposits and cash balances m 

' c rr^Sstok Cks be no’nerf whatever of Stoe financial aid for 

if means were only found of creating an industrial atmosphere and enabhng an 
industry, . amount— much of which now finds its way out of Mand for 

“““^a^T-to be directed in this country into channels which would be safe and profitable 

* Witt the”seful aid which the Department of Apiculture can render through technical 
■ auT br wants for the training of workers-both directly and through the 

rl™«Hnrtractmn®rchemes under the County Committees-and with the co-operation 
tS Conslted Districts Board in congested areas, methods might, we oonEidei, be 
a Wd which would enable additional capital to be placed at the d'spe®”-! of those 
tho sdely for lack of it, arc unable to develop then business pan pasm with the demand 
for their goods. 

Evideim as to the need ot itmased capital for Rural Industnes. 

7 «n We had the advantage of hearing evidence at our Inquiry from witnesses reprm 

pereonal expewen r &c Several of the witnesses were themselves the 

apparent. Many a man could emb . for the difficulty of obtaimng 

the 

to ourselves, as well as low pnc^ to our , i^Lrket them on our own 

roto’" ?^ri"’bTe\T?o"gto better wages to our workers, and generally benefit 
the district in which our business js situated. 

,61. While some witnesses ernphasised the need for a 

Q. Why didn't yon increase yom. P>“‘ * J oAiisinesa we could get 

sulSeLt eZrhj ! A. Yes. they nught, .1 w can show a balance sheet. 


ncieat security s ki. leO) j -»t 

Q. “Won’t they work 


A. No. 


' ! . f T,,|ai, rural industries will be 

'Concise aoeoimts of the nature and Igrieulture), and in the other 

found in “ LreloluJ : Induslmlard AgncyUural (iMued by the Deparemen s 
publications refeited to in the Bibliography on p. 39 . 
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The witness "believed that all the Ii’ish woollen mills of which he knew wer ' 
same position, of having more trade at their disposal than they could afford to 
This state of afiairs was also exemplified by the evidence of a witness owning wooll 
in County Kerry, who said “ we want money to add to our machiueiy, becauT^ • 
a little bit of capital we could have four times our output.” The erection of ho ^ 
workers was another object for which several witnesses stated capital was needed bv*t^ 
Another owner of a wool spinning industry pointed out that with <a supply of cauin 
would be able to hold over for the best markets ; without capital the industry w^as cri^l^^ ' 

"We were glad to find several instances of young Irishmen who had w'on ludu ' 
Scholarships, receiving thereby a technical training in Yoiicshire College and elsewt 
who informed us of the many advantages w'hich this training had conferred upon tt 
in^he technical and business management of their industry, including the delgnii^^J 

Deficiency of Capital prevents adequate marketing an-ancfeme^its. 

762. In other cases witnesses informed us of the difliculties connected with the niartpf 
mg of the product, even though a large demand for it existed, because the lack of caniS 
prevented a special paid agent being employed ; thus the workers in the hand loom indusi^ 
through lack of proper orgamsation often receive much lower than the proper price il 
, their work. The close relations between agriculture proper and inral industry is illustratwl 
by the information given to us m regard to the homespim industry around Ivenmarp 
About sixty famihes we were told, are engaged in the work, and about 150 spinners are 
i-eqrared to deal ^th tie pioduet. Most oi those engaged in the indnsti/ are seS 
fanners of about £10 or £16 valuation, and even lower, who treat weaving as a subsidiarT 
source of ineome to their farm Wien dealing with the loan schemes ?f the ConeS 
Districts Board, we have shown how large a part is played by niral industries in the 
hold economy of many western farmers. 

Various problems of capital and credit connected with Irish rural industries were 
leferred to by mtuesiKs who appeared before the Select Committee of the House of Commons 
on Irish Industnes m the year 1886.» This Committee does not appear to have W 
le-appointed at the end of the Session of Parliament or to have issued any Report But 
much of the evidence given before it by such competent witnesses as Sir R. Kane is extremeir 
mteiestmg, and is more or less applicable to the existing conditions of Irish rural industry 

VnwiUmgness of Joirt Stock Banks to accep Machinery, Mills, &c„ os security. 
seouiltv ’f^P^Wy connected ivith land mortgage 

be very desirable that some snob as to repayment, that we consider it would 

by th7 Jo™ 4ofk Ba nfe X n carefnUy considerd 

4rio.ilturr ’ Board, and the Department of 


tittthnical matmgenmm%^,S^ of ^nsimss and 
P , and assured, market of a particular industry. 

expert advisers or inspS'ora'b reS°to careful repoi-ts fcomtheii 

Shat the case was fuilyXisfactorv m too.,.. * particular rural industry, to feel convincec 

nent, ready outlet for the product^ and iifotIic°r technical manage 

^eP ’^e auct .and in other ways, it might furnish to a Bank the fullesi 

of EnUhnoe tahn hefare the Seleot XiiXXland7[236:i885r ' 
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mBttprs which ROSsihlv the Bank could not otherwise obtain with 
i„formation upon ■“ 

equal ^ carried on near ite doors) should in many oases be of much aid in enabbng 

teSX to iuSge as to the certainty of repayment of advaiices made to the imal 

industries in ^ j, assistance from State Departments in 

f " t re exaTposition of'silh^^^ would induce the Banlcs to advance money 

ascertaining «rpat need of capital. But we should hope that some such scheme 

in deserong ca g enabling a small manufacturer who has abihY, busings 

would be ^ combined with arassuied market for his goods^-but lacks only the 

and technical training, useless— to obtain on reasonable 

!rfalT"atdttf th^ /dational funds essential for the 
deveiopment of his enterprise. 


765. Out eonclnsioiis in regard to the credit requirements of Irish Rural Industries 
nvP as follows . _ 

W The -rVonl“%tiirofwr^^^^ r^hoT^M n„..,as.a. 

as technical exceptional 

"t"’ those dlli with hy the Congested Districts Board rn necessitous districts. 

There arc ample fundsond^^^^^^^^^^ 

of the fnves^r and of the Banks. 

, 0 ) The -evidence f P™.-r. 

rural industnes, earned on both ^ interest and for a sufficiently 

through lack of adequate ere numerou.s instances, the demand for 

M The making of adequate marketing arrangements rs often sindlarly prevented 
maiiiy through the absence of the necessary capital. 

(e) The difficulties attached to ™“'*|oge “ *^tffin*frmds on the security of 

even to an increased degree when ffie efioit .... . . 

a mill or machinery m L towns, at their very doors ; 

StiXn is"^^^^ iorthcoming in regard to rural industries. 

(f) We recommend that, in suitohle 

CongeLd Districts Board should obtain, . c^petenoy of the business and p.,.. 704. 

line rf rural industry, fall V“ far the product, the 

technical management of a Such information should in many cases, 

need for additional capital, and simik ? ^ j ; gtook Bank, in enabling the 

XiXLt,tZlre*X;! SdXvances to a deserving industry. 
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DEPARTMENTAL COMMITTEE ON AGRICULTT'RAL CREDIT IN IRELAND. 


SECTION X. 


MORSTGAGE OR LONG TERM CREDIT. 


Having dealt with that branch of long-term agricultural credit which is conceniel 
with advances made to farmers by Irish State Departments (both on real and on personal 
security), we propose to consider the important question of mortgage credit generally in 
Ireland, and the extent, so far as ascertainable, to which the charging of the land ta^kes 
place as security for money lent to farmers, whether by ordinary creditors, by Joini; 
Stock Banks, by moneylenders, by the State, or in other ways. 

We are much indebted to the Land Registry and the Registry of Deeds for the Returns 
prepared by these Offices in compliance with our request. Although these Returns 
necessarily cover only a limited period, they have furnished us, we believe, wdth sufficient 
data to enable some useful generalisations to be made (as far as we know, for the first 
time) in regard to the mimber and amount of land mortgage transactions anmrally carried 
on in this country, and the rate at which the soil is being placed mider a burden of debt 

Univ&'sal diffimliy of ascertaining the facts as to extent oj mortgaging. 

766. Even in those Continental countries where more or less complete systems of 
compulsory registration of title or of mortgage charges exist it is not easy to arrive at 
more than an approximate estimate of the total mortgage burden upon the land, or of 
the rate at which such burden is increasing or diminishing ; wide divergences exist'iuthe 
estimates made by different authorities. The question of mortgaging is admittedlr 
of special interest and importance in its relation to the present rm-al economy of Ireland 
and the successful establkhment of the new peasant proprietors. The experience of 
other countries whose agriculture is carried on mainly by small holders is often adduced 
m support of the contention that a peasant proprietary is a. form of ownership of land 
peculiarly liable to the evils arising from over -indebtedness. 

When a small agricultiu'ist finds liimself owner of his holding, and is at the same time 
m need of capital for such objects as land improvement, or a family settlement, or the 
purchase of an addition to his farm, the temptation to utilise his property, often to an unwise 
extent, as security for an advance is one hard to be resisted. The fact that bv means 
oi long-term mortgages, when repayable on the sinking-fund system in instalments, a 
taimer can throw part of the burden of the debt on future owners, and that thus 
the burden of repayment is not much felt, tends to lead him to borrow too light-heartedly 
to the fullest possible extent which the value of his property, or the law, v'ill allow. In 
many cases, the greater the credit facilities, the more weighty the burden ; what is a good 
servant, when under proper control, has become a bad master. ^ 

Difficulty of drawing the line between wise and unwise mmigaging. 

authorities differ greatly as to the ertent to which the small holders oi 
couchisinTiR is mortgage debts ; but the difficulty of arriving at correct 

Zs chZrv ^ 5 'the feet that much of the '■ burden" created by 

t has been, on the whole, beneficial rather than otherwise to tie 
mublZZZtffil not otherwise obtainable. Few 

to draw' the linZf ^ fiuance are less easy of solution than that of endeavomhig 

WolZuSv tvs mortgaging. As Mr. H. W 

an unmixed evil, a resalt 

land-owner’s neck nnr) hr>r, of imprudence, a very millstone tied around the 

all this. But it ma v ^ bim down. It is quite true that it may become 

wealth and the effiefeni p ^ lias become in not a few cases, the foimdation of great, 
Wen. productiveness of the very land which it appeam to 

properties. Otipp productive and wealth-engendering 

and most leeitimate snuTP e raised for such useful purpose, the most natural 

co“iS^^ be held to be the" la^d itself. Thanks to 

iriliprp-n+.lv wrpr.n. wsuf-;.... J .1 1 be made so, and there can, therefore, be nothing 


inherently wrong in pledging the land 


as security for its own working capital.”* 


Considerations agectmg investigation of mortgage imleUedness. 


of m *1 cousiderationa which .are ‘ 

require caffiffiZLerpZatioT- sort notoiiou'sly 

cbgions^ actual facts ^beu inves ^ 

* Co-operative Banking, pp. 233-^ ' ^ — 


we believe, too often lost s 
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+1 eancelliiLg from the register of a moTtga,ge when the debt has been repaid is not always 
^tended to by the parties concerned, the result being that the list of apparently exist- 
^ a debts is frequently unduly swollen. Again, long-term loans are frequently 
naid on the sinking-fund system by small instalments ; but the loan is not cancelled 
f 11 all instalments have been'repaid. ' Nor again are these instalments— which may liave 
Considerably reduced the total indebtedness of a country— accounted for in the yearly 
c turns These important considerations do not materially influence comparisons made 
between diflerent years in a period during which the yearly mortgage transactions are 
bout the same in amount ; for the paid -off but uncancelled mortgages _ each year will 
Lnroximately balance the mortgages cancelled in that year, but of which the greater 
mrt had been paid ofl in previous years. Also, as time goes by, the transfer of land and 
other causes help to wipe out fictitious mortgage entries. 

But if one investigates, not a stationary period, but a phase during which the registered, 
ortgages show a continuously increasing excess over those paid off, it is clear that if no 
account be taken of repaid instalments, or if paid-off debts are allowed to remain on the 
register for some time, the cancelhng of fully repaid debts cannot balance the entries of 
debts whose repayment began later and has not yet matured. Nor can the excess caused by 
the slowness in cancelling debts already paid off balance the error in the other dmection 
caused by those mortgages which have been contracted, but have not yet been registered ; 
for the latter represent a more numerous class of transaction. Hence the abeady increas- 
ing figures of indebtedness are, under these circumstances, unduly inflated. 

Relation betiveen price of Jajid mid figures of mortgage, transadnons.- 

769 . It is also important to bear in mind, in considering the mortgage figures quoted in 
OUT Report, that land can usually be mortgaged on the Continent to not more than two- 
thirds of its value, and that in some cases the mortgage charge cannot exceed one-half 
this. value, or even less. If, accordingly, when two-thirds is the limit, the returns slmw 
the land of a country to be mortgaged to, say, 60 per cent, of its value, this means that 
the whole land has been burdened ahnost to its full negotiable capacity. In Ireland land 
sold under the Acts of 1903 and 1909 cannot be charged with an amount exceeding about 
one-third the purchase price.* , . .lt. • t i j 

Another factor at times lost sight of is the close relation between the price ot land 
and the nominal amount of rural indebtedness. A rise in the former, such as has taken 
place in recent yeai-s in many countries, may lead to a large inflation of the 
nominal figures 'of the mortgage debt, without entailing any real increase m 
the indebtedness due to the investment of capital in agricultural operations.^ ^ 
we have shown elsewhere, the need for capital in farming has increased greatly with the 
growth of improved agricultural methods— this being a leading cause of the widespread 
mortgaaing of land on the Continent ; but the actual enhanced value of the land itself— 
as in Belgium, where land is sometimes worth £60 an acre— accounts for much of the 
apparent increase in indebtedness. When the price of land has thus risen, a farmer who 
finds it necessary to raise capital by a mortgage, say to pay off others who are entitled to 
a share in the land, is naturally forced to negotiate a loan for a larger amount than would 
have been necessary if the land itself had not thus risen in price. he precise ra es o 
interest paid on mortgage loans, and the size of the sinking fund annuities, are also very 
material factors in the problem. 

Gomparison between Ireland and some Continental Countries oj Small Holders. 

770. It will be useM, we think, before considering the subject of mOTtgagmg by Irish 
farmers to glance briefly at the present position, so far as ascertainable, in 
mortgaging by the small holders 


in iy fspccts resemble those of Ireland, and whose ™rtgage indebtetoess is^oto 
quoted as a warning. Some information on the subject was compded by 


quoted as a warning. Some information on the subject was compUed ijs tne mepai^^^^ 
Committee on SiSl Holdings in Great Britain (1906)t from Memoranda S 

the loreign Office, and from other sources. We have endeavoured to give torn 
authoritative official sources the latest facts in regard to the 

The field is an extensive one, so that reasons of space alone wmi . co P ® . 

at only a few countries. Those we have selected are France, e pu , averaae 

Denmark, which are all cultivated mainly by comparatively small farmers. . „ . 


nenmaru, wjneh are au ciutivatea maini, oy compa.asi.wj. . 

smq of holding (excluding those under me acre in extent) ™ tL United 


Ranee, 24 acres ; Belgium, 14i ; Prussia, 33i and Debark, 49. For toe urn 
Kingdom the corresponding figures are, including t-m laid be 

lalcres ; Scotland, 177 ; Wes, 67 ; and Ireland, 33 (If grazed mountam land 
excluded, the latter figures would become 65, 62, 45. and 28 respectively.) 


*See paragraph 820. 
tCd. 3278. (Minute 


•mites of Evidcuce, Appendices pp. 434.-456). 
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The proportion of land cultivated by the owners (as contrasted with tenants) in {jk, 
above-named countries is : — ^France, 47^ per cent. ; Belgium, 35 ; Germany, 86 • and 
Denmark 88. For Great Britain the corresponding percentage is 12 ; but for 
is 66 (or almost exactly two-thirds of the landholders), and the figure is steadily increasine 
Both in respect of the number of small farms, and the number of farmers who o4 
their land, it is clear that the rural economy of Ireland much more closely resemhlea tie 
circumstances of several Continental countries than it does those of the other portions 
of the United Kingdom ; and this resemblance is bound to increase with the proot&ss 
• of land purchase. The excessive sub-division of land, however, foiuid in Belgium, Prajce 
and elsewhere, is 'fortunately not likely to be a. feature of the Irish agricultural probleois 
of the future, owing to the statutory limitations on sub-division and sub-letting, 

It should be remembered that on the continent the connotation of the term “ peasart 
proprietor ” is not the same as in Ireland. In Germany, for instance, a peasant’s estate” 
is a middle-sized holding of from. 7|- to 150 hectares (ie., from 18 to 375 acre.s) in extent* 
Differences in standards of living in various countries are another important element 
to be taken into account. “ In the comparisons often made between the peasantry of 
this country and on the Continent, it is sometimes alleged that on the Continent the majoritr 
lead a more comfortable and happier life owing to the greater sub-division of the land 
there than here. In makmg such comparison the standard of comfort and living in thj 
respective countries should be compared carefully. While it is a fact that the laborious 
Continental peasantry frequently save and invest money, they work for longer hours, and '■ 
are satisfied with cheaper fare than the working classes in this country. ”f ’ \ 

MOBTaAGING BY SmALL HOLDERS IN FRANCE. 

771. Many attempts have been made to estimate the total extent of the mortgage debt 
upon the land of France. Official enquiries into the agrarian debt w'ere held in IWO 
and 1877, while more recently other efforts have been made to ascertain the true facts. 
Thus in 1909 a Small Holdings Inquiry, which reported to the French Ministry of Agriculture, 
issued a series of monographs upon the economic position of the small holders in eaek 
Department of France. _ An analysis of this Report shows that in 71 of the 87 Departments 
of France, the Commission found no appearance of an excessively heavy mortgage debt 
upon the peasant farmers ; in 3 Departments the small holder, if he borrowed at aU, did 
J Department the peasant had saved a good deal of money; 
while m 10 Departments the burden of mortgage debt was reported to be excessive, but 
only m the case of vine growers ; (in the reports relative to 2 Departments no reference 
was made to mortgage indebtedness). The gravest injury to the French small holder 
seems to be due not so much to mortgagiag as to extreme morcellemeiit of the land. We 
ob^ve that in the opinion of M. Buau, formerly Minister of Agriculture, the mortgage debt 
of hr^ce weighs with equal severity upon the large and upon the small agricultural holdings, 
ihe figures published by the Ministry of Finance in 1890 showed that in the year 1841 
loans of less than ^0 represented 74 per cent, of the total number of mortgage advances 
and 20 per cent, oi their value. In 1900 these figures had fallen to 45 and 74 per cent, 
respectively showing a marked decrease in the credit placed at the disposal of the small 
The great Land Credit institution of France, the Credit Foncier, has as we 
shall show, dealt less and less with advances on rural property. ' 

Mortgaging by Small Holders in Belgium. 

M \ ^refui inv^tigation extending over four years was recently conducted by 

S MrVi'.L economic condition of Belgium, the results 

dpvnt-#^fl «n liis able book Land and Labour , Lessons from Belgium. He 

S ascertammg as far as possible tbe extent to which agricultuial 

■nronnrflnn nf by smaU proprietors. His main conclusions are that the highest 

?pnf of +L V ^ amongst proprietors of from 7| to 86^ acres (40 per 

debt if™ 37 and 62 acres are mortgaged) aid tbat tlie mortgagu 

of fc f “iff f P™P«rty mortgaged, or 4| 

toosMt X f If knd mveatigated. Hie emimry, he states, “ although on 

Belffium emolip+ir 11^ of the mortgage debt on agricultural land in 

moSedff^f f ™“tion that the land of small proprietors is usually 

XS mleXtlrf u ™ ™<Jence that the^ementage ofthoss 

' ^ ^ ^ 13 larger among the small than among the large proprietors., § 

1391. Abroad upon thepoaitiort of Peasant Proprietora. (O.WI), 

t d?h‘sSM BMmgs in Great Britain. (Od. 3277). 1906, p. 5. 

S Land and Labour 0910) n 62 f 1900. 

two-tiiids by tenants. ^ ^ Belgium ia cultivated by proprietors, as agaiast 
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We fiad this view confirmed by other authorities. Thus, M. Emile de Laveleye, 
article on the Land System of Belgium and Holland, states : — “ It has often been 
^^tpd that the peasant properties of Flanders ai-e burdened with debts, and that loans 
*^tlitse are raised at various rates of interest. . The truth lies in the opposite 
T thn • statement drawn up of the debts with which landed property is 

K Implied in'the various part.s of Europe, it would be seen that large estates are generally 
niJ encumbered than small ones.”* Belgium, we may point out, is pre-eminently the 
”^°ntiv of small farms, over 94 per cent, of the holdings being under 25 ^res m extent,, 
twift the average holding (excluding those under 1 acre) is 14^ acres in size. _ 

If holdings of less than 1 acre be included, the average size of Belgian holdings is only 
5-7 acres, as compared with 15 acres in France. 

Mortgaging by Small Holders in Germany. 

773 In Germany about half the agricultural area i.s cultivated by small holders possessing 
nntlpr 50 acres, and this proportion is increasing. As might be expected from the very 
sunnlv of land mortgage credit and similar institutions in that Empire, the mortgag- 
inff of land takes place on an extensive scale. The total value of the outstanding loans 
oSiited on landed properties by the Landschajten, the Mortgage Credit Banks, the Joint 
Kock Mortgage Banks, and the Saving.s Banks has been estimated at almost £400,000,000 ;f 
this total does not include the sums lent on mortgage, mainly for specific purposes, by such 
institutions as Land Improvement Banks, Rent Charge Banks, &c, year 1900, it 

was calculated that in certain parts of Prussia the land debt amounted to as much as 62, 
and even 73 per cent, of the sale value of the land.J. ■ ^ , 

Hen- Trosien, the State Commissioner to the Stock Exchange, Hanover, m a book 
dealing vvitb agi’icultural credit,§ dwells upon the clo.se connection between- the rismg 
mortScre debt of Prussia and the large increase in the working exposes of agnculture. 
The subdivision of land often gives rise, he states, to a situation m which none co- 

heirs has sufficient capital to cany on his farm, thus causmg holdings to change hands to 
an increasing extent ; while the cost of farming m Germany is also compheated by the 
heaw mortlage debt which has burdened Prussia for generations past, so much so that it 
ha5 generally been impossible to meet the increase in expenses even by entering into fresh 
mortgage contracts. ^Nearly four-fifths of the property of the large landowners and about 
mne-toiths of the property of the smaller owners consists ot land sho’^mg how little 
cash capital is readily availalile for the farming class. The debts of the larg^t owneis 
arete-fifths greater than the capital held by them ; m the case of the 
the debts are alSiost double the amount of their capital ; while the medium 
debts amounting to two and one-third times their assets m capital. In the 20 yeais 
from 1888 to 1908 the average excess of lural mortgages registered e^xch year over those 
paid off has doubled, as compared with the average for the previous twenty yeais. 

Evral deU lowest in Provinces of simll IMers. 

774. The proportion of debt to the value of the property in land 
of Prussia has hLr estimated as over 31 per cent ; in Western 
Ssstem Prussia 60. and in Pomerama 40 per cent. The louert P«centag . 
ill the Ehineland Province ; 13-9 in Hesse-Nassau, and 10 m 
noting that the mortgage debt is lowest in the Provinces 
deciSsiiig ; while it is heaviest and has increased very rapidly m 

Piovino^ Wre large estates pie.vail.|| Herr 6. Goaeim, ™ ^S^Sd ^0’ 

states that “ the increase of rural mortgages is, apart from the § P ™ increased 
bribed to the enormous increase of live-stoek, machmeiy 

nmhei of animals required, the enlargement and increase of ™ 

money, and the greatly increased harvests required larger sheds and storehomes^ . 

The fmah and medium-sized agricultural ."L? 

indebtedness, and the large agricultural properties a comideiable mdehtedne .1 j > 

the fact that the La«£ha^n and similar orgamsations until 

admitted only large owner's to membership , accxmnts 

while the more frequent change of ownership in the case 0 ^ g 

SyaUmi 0/ Laml Tenure •» Varims OmntrkB. (Cobden 

tSee Report up<yn Agricultural Credit and Decembei', 1900 (p. 409). 

lAd-ticleV M E. b4sou in Joumd de l^ Soo^M de 

^Ber Laiydivirtschaflliche Kredit und saw durchgrcufend^ e-ion^rt of 1006 see paras. 816-7. 

«For Umitatioa on power of mortgaging land under Sker iu^letter on “ Small 

\AgrarpdUisches Handbuch,vV-l^ (Quoted h> Mr. J. EUus isarse 

Holdings in Germany,” Times, 21st July, 1913.) 2 Y 2 
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In the Reports from Her Majesty's Representatives Abroad upon the position «( I 
Peasant Proprietors in the countries in icUch they reside,^ the memorandum upon German t 
intimated that an inquiry held in 1882 showed that the burdens upon lai'ge estates exceedi I 
those upon small estates in the proportion of 14 to 9. Tliis fact is explained by thf 1 
official statement that, with the exception of the entailed estates, the large estates chaar! 

hands on an average every thirteen years, whereas the middle-sized ()ues seldom do, ^ | 

In general, the inquiries have shown that the owners of middle-sized estates are not over' : 
burdened -with debt, and that their condition in this respect is better than that ofth 
owners of large estates. ” blr. H. W. Wolff writes that “ in Germany . . . statistics show 
that the burden of mortgage debt is not nearly so great as is habitually represented.” « 

A Report furnished to the Foreign Office in 1906 in regard to small holdings in Bavaria f 
states that “ since most agricultural holdings in Bavaria are of middle and small sizeanj 
freehold property, no necessity existe to promote their sub -di-vision, or to facilitate either i 
their purchase or their tenancy. The only drawback to a very tolerable state of thiaw ^ 
is the facility with which mortgages may be raised.” After a reference to the con2 ^ 
registration of title system, the Report adds : “ Hence more money is lent in Germanv ' 
on agricultural holdings than in countries where the same system of mortgage does not ■ 
obtain, but this ease with which money is raised very often entails difficulties, since agri- 
cultural profits, out of -which the farmer must meet his liabilities, are modest, yet sub- 
bastations (forced sales) of agricultural holdings are not frequent in Bavaria, and fcoai 
that fact it is deduced that the system of mortgage has no widespread evil consequences” 

The existence of so many industrial establishments scattered over Germany on lands 
which are included under the heading of “ rural ” in the Tables is another factor tending 
to make the figures of rural indebtedness appear heavier than they are in reahty. s 

Other illustrations could be furnished, if space permitted, of the complicated nature * 
of mortgage credit problems, and of the need for taking into consideration varying local ’ 
circumstances. 


See also para. .^-24. 


Mortgaging by the Peasant Proprietors of Denmark. 

776. The fact that Denmark is a small country of peasant proprietors, almost entirely 
dependent upon its agricultural industry, has caused frequent comparisons to be made 
between ite conditions and those of Ireland. From a Kepoit on Danish Agricnltuie 
pubhshed in 1911 by the State Statistical Bureau in Copenhagen,J it appears that tk 
total mortgage debt upon agricultural land in Denmark is considerable. Tbe number of 
mortgaged farms disposed of in the open market in the period 1905-9 was 12,092 outoi 
14,340 holdmp sold. Thus no less than 84 per cent of the farms sold had mortgage burdens 
upon them, this proportion mcreasing from 79 per cent, in the case of the smallest holdiiigs 
to 92 per cent, m the larger class of holding. The indebtedne.ss of a given area of laud 
has groivn steadily smce 1889. The proportion of the mortgage debt to the total sale price 
01 the land was constant for many years at about 64 per cent. ; it fell some years ago 
to an average of 60 per cent., and now .stands at about 47 per cent. § The Returns .show 
smricThddbgs”™^^ countries already referred to, the burden is relatively lowest on 4e 

A recent wnter on the agriculture of Denmark states “ Most Danish land- 
M working capital on the security of their Land, eucomaged 

T h J™ (loubtless by the comparatively cheap rate at which such loans can he raised, 
and TtoX property is mortgaged in Great Britaia, 

r tbe wJ T f le/vailable. If it were, it might be discovered that our land is 
dfffemuc^ S “ fb ?! I™?™®*! “ ‘Ire.t hi Denmark. Only there is to 

of aTtowS charges. The former involve the paymeat 

for nktv l“«er. and do not include any provirion 

mconvetofucr„ud ™ Denmrk can the advances suddenly be called in to the great 
faced with a lawv/^^*^!f borrower, who in such circumstances will certainly be 

as to thfLehtoT ^.b to form a too pessimistic conck-n 

at homl’of landowner when compared with that of the landowner 


*0.6350-1891. ' ^ 

*» Oo-op,mtim Bmlcmg (H. W, Wolfi, 1907), p. 223 

II See Rurul Anmark and its Lesson,. (H. Kdei Haggaid, 1911), p. 177-78. 
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Report of Recess Committee upon Banish rural indebtedness. 

TU\ From the Memorandum upon ” Agricultural Organization and State Aid to 
Vulture in Denmark,” furnished by our colleague, l\Ir. Oili, for the Report of the Recess 
't+pf in 1895 it is plain that the pressure of indebtedness was at that time heavily 
flTv the Daiiislr farmers. Mr. Gill, after referring to the land system of Denmark, 
transference of land, however, has not been without its drawbacks . Purchase 
f tW tenants was not facilitated by the establishment of any State fund or guarantee 
( rpflit but by the starting of a number of private companies, or associations, on the 
Foncier system (whose rules, however, must be approved by the Government) for 
S cr-mtina of loans on landed property on the principal of amortization by mstalments. 
nvfe companies take mortgage up to 50 per cent, and _ occasionally 60 per cent, of jhe 
^ timftfpd value of the property, and the amortization instalments are arranged so that 
Sp uavment of principal with interest extends over fifty years. .As these con^anies 
Lre estabUshed in 1851, it follows that a great proportion of ^e holdings of the Danish 
npasant proprietors are still under mortgages ; and as land in Denmark, like land every - 
Iw else in Europe, has suffered horn the fall in values of the past twenty years,* these 
mnrtsaees are now felt to be a heavy burden, and the rate of_ interest charged by the land 
banks is asserted by many agricultuiists to be too high. Danish politics have co^equently 
■nf recent years been agitated by an agrarian party, which demands the establishment of 
agricultural credit institutions, with assistance and guarantee from the State, to take over 
Sese mortgages and re-issue them on easier terms.” 

Report of Deputation sent to Denmark by Department of Agriculture in 1902. 

777. In dealing with the same subject, the Report of the Deputation sent to Denmark 
in 1902 by the Department of Agiiculture for Ireland states “ The interest and repay- 
ment of these loans are still a very heavy drag upon the farmers ; biit at the same time they 
^ cheerfully borne for the following reasons The farmer feels, if he is a young man, that 
he will one day benefit by having no further instalments or interest to pay, and practically 
the whole of the profit from his farming will be for his own use ; secondly, the load is carried 
lightlv, seeing that he takes a more than inteUigent mterest m his farm, and so worte the 
Sid and attends to his stock, that they produce more proht, thus giving him 

.same amount more in profit for his own use, as he would have to pay in ^^PJ^^ent of 
iBterest and taxes. Again, if lie has a son, he feels happy in the ^ 

off so many instalments that when his sou succeeds he will m all probabihty come into 
the full enjoyment of absolute ownership. ”f 

Report of Scotch Commission on Agriculture which visited Denmark in 1904. 

778. The Report of the Scottish Commission on Agriculture 
1904, after refeningto the changes m the mortgage burden upon land 

that : “ In very few instances can the cause of debt he attnbnted to the fact ‘ta , ^ 

has been livii beyond his means. The chief reason should rather he ascribed to tue 
^ove circumstanoes ; the rise in the value of laud ‘“*“8 

and consequently, as a portion of this is almost invanahly allowed to he as 8 

■on the estate, an increase of debt on the estate m proportion to ^ 

properties burdened with provisions to the younger members o ^ . „Uj,Q.mallv 

k the same way. At the first glanee it would seem that this mdehted ness « 
high, but, on farther consideration, it is doubtful if it exceeds that winch at piesent 

“%rDa“n“rmfaster of Agriculture, during the " 

fortbeformationof anAgriculturalCommwsiontostudyjamonga 1 indebtedness 

credit of that country, stated that “ by credb being 

had progressively increased to an extent which threatened to 

freehold property. 

* of Rec'ess Co>nraiUee (ReprinUad, 1906), pp- 141-5. The price of tw 

trebled titween the yeai's 1845 and 1884; it then fell until 1899, when it again coi^nced to , 

.i. fa... j-j £ 4 DoninarA, etc., p. H J.) 


LUC yeaa'3 1845 and 18»4; it tnen leu unbu xo^i-, - -o- 
stands at its highest recorded figure. (See iin 122-123. On the other 

tSee Report on Co-operative Agricuhure and Rural D&niah farnievs became ‘ peasant pro- 

iand, Mr. E. A. Pratt {The Transition in Agrwuliure] says . JJanian la ^ 

pnetors,’ but it is doubtfiU if they have derived much benefit ^ith all his family, 

repayment of principal still constitute a heavy burden, ^ ‘ produce, not so much for his 

working for long hours, and looking to England for the profits he Mr.^Pratt quotes Danish wnters 

own gain as to satisfy the demands of his German creditors, (pp - Z 

in support of this view. (“ Small Holders,” pp. T)riirmna Co-overation, as seen in 

!See Farming in Denmnrl, Rural Eriacation, Femant FrmniorBUf, m,,png. CO J 
■»u''oess/ul practice by ike Scottish Agricultural Coinmismn o/ 1904, PP' ’ , hq-ii 
§ Bulletin of the Bureau of Econ. and Soc. Intelligence (Rome), . gu , > 
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We tliink there can he little doubt but that, ou the whole, Denmark is on 
the countries most heavily burdened witli mral debt. That it should at the 1 
time hold a high place, reckoning national wealth per head of population— comijig ind ! 
next to England, according to MulhalTs Statistics-— proves what an effective system i 
education, combined with the co-operative organisation of the fanners, and 
administered State aid to agriculture, can accomplish in spite of difficulties. 


Mortgaging in the United States. 

779. Although the United States is not a comitry of small holders, yet over 35 
cent, of the farms were, at the 1910 Census, under 50 acres in size, while 58 per cent 
under 100 acre.s. It is of interest, therefore, to glance at the fact-s as to its mortgap 
mdebtedness. In the year mentioned 62 per cent, of the farms were cultivated by then 
owners, 37 per cent, by tenants, and 1 per cent, by hired manager, s. The percentage of 
tenanted farms has increased at each census ; in the year 1880, only 25 -6 per cent ofal 
the farms were held by tenants. One-third of all the famrs regarding which mortgage 
reports were obtained were found to be mortgaged. The Census Abstract* points out 
“ in making (omparisons between geographic divisions and between censuses, it should 
be borne in mind that the fact of mortgage in.debtedness i.s not necessarily an indication of 
lack of prosperity. There can be no question but that American farmers generally were 
mote prosperous in 1910 than at the two preceding censuses, and yet in that year a larger ; 
poportion of the farms were mortgaged. The proportion of mortgage indebtedness^ h i 
higher in Iowa and Wisconsin than in any of the other State, s, and yet these States are ' 
among the most prosperous in agriculture. Although in some cases mortgage,s are placed ' 
ou farms because of poor crops or other misfortunes or because of mismanagement, the? ^ 
often_ represent an unpaid portion of the cost of the farm itself or monev expendii for 
additional land or for buildings and other equipment. . The mast conspicuous 
increase in the proportion of farms mortgaged has been in the three southern divisions, and 
It is very likely that increased confidence of lenders in the titles to land and in the ability 
of the farmers to pay their debts bas had much to do with this change.’^ 

We observe that the total of rural mdebtedness in the United States amounted to 27 
per cent, of the value of the farm land and buildings, a marked decrea,se in the relative 
impoi-tance of mortgage debt, as compared with 1890, due primarily to tJie rapid increase 
m the value of mnn land. The average duration of farm mortgages in the United States 
IS five years Enquiries m 1890 showed that over 80 per cent, of the mortgages in force 
were incurred for the purchase of land or for its improvement, only 5-4 per cent being for 
^rmand family expenses. Inreferring to these figures, Dr. Tavlor, Professor of Agricullnal 
Economics m Wisconsin Umversity, writes Vhen we consider the mortgaS in all of 
Its lelations it is apparent that this is one of the important means of ac.quiring landowner- 
ship and while it sometimes proves disastrous, it is practically indispe:5able in our 

riTtsr of ae 

t 1 ,« proportion of morteaging which takes place in the United States to meet 

t one W 1 “Vrroit expenditure is further proof of the imsrdtability of real credit orgauisa- 
IZuist th?^, rt'imiements of this nature. These requirements are, howevet, 
among, St the most important, as we have .shown, in the agricultural economy of Irekni 

Conclusions in eegaed to Mortoaging by Small Landownp.ks. 
the land quoted as to the incidence of mortgage burdens on 

thp siibifri- tIia fir,,,,. Mineralisation of vide application can safelv be made upon 

isin°n^r°Lwrz^^^^^^^^ r 

comnarative fxtpn+ tn « ii ^ tendency to exaggerate as to the 

an undue load of indebtednL™* ThrhahT£T“*”“ charged their holdings witl 
is one to be o.Tref ullw gnarS a.raS • oYei'-mortgage is admittedly 

on the whole the 'pvil pubhshed facts would seem to show that, 

and med^hurieasLt mom^ « the case of small 

P"'»^r‘t pioprietom than amongst the larger classes of landholder, tego 

or MjncuHmat Emmues, H. C. Taylor, Ph.D, (1912), p. 224. 
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jis a rule more easily negotiable as mortgage security than smaller areas o£ 

1 ?• but this consideration would not alone appear to account for the relative proportions 
( Adebtedness on the two classes of holding,* It must also not be forgotten that a- 
1 niooortion of the debt incurred has been for the purchase of land, and that the interest 
■foil the mortgage by the farmer is therefore merely the equivalent in many cases of 
Snary obligation which will after a time disappear. 

PossibiUti) of obtaining possession of land at too great a cost in mortgage harden. 

781 That mortgaging for the raising of funds to purchase land is a process which 
av leave an exceedinglv heavy load on the shoulders of the farmer is seen from the case 
f Switzerland, where, ivith many credit facilities, the agriculturist is often deeply burdened 
with debt “ Borrowing has now been rendcred-easy for him, too easy indeed, perhaps ; 

, the indebtedness on the land cannot go on inorea.sing, as it has been domg for the last 
thirty yeai-s without seriously endangering his position. The origin of the evil lies 
vmaoWtedly in the fact that the peasant proprietor, as a general rule, obtams possession 
( his holdinv at too great a cost, and exhausts the greater part of his credit ill the process. 
He thus has to commence farming without a sufficient working capital, and with no reserve 
fund on which to fall back in bad years. Professor Kraemer, refemng to the indebtedness 
of the peasant proprietors in a treatise published in 1886, points out tliat it is only 
in exceptional cases that holdings, purchased and worked on credit, can clear ofi 
their indebtedness by what they produoe.”t , , , , a 

Fortunately the farmers of Ireland, who imder the Land Purchase Acts are enabled 
to purchase thkr holdings by means of State, advances, are much less likely than their 
fellows in Continental countries to experience the necessity of resorting on any considerable 
•scale to mortgaging fox the purpose of acquiring land. 


Compulsory Registration of Title indispensable for satisfactory Mortgage 
System. 

782 A study of the land credit institutions of the continent makes it evident that the 
foundation of these systems is a weU-organised scheme of compulsory registration of Title, 
or at any rate of Deeds, combined with satisfaotoi-y mortgage legislation. In Genaany, 
Austria-Hungary, Russia, Australia, some provinces of Canada, te., 
registration of title exists, while in many other couutnes, such as Belgllim, France, Holland 
Bntish India and America, is found oompulsory, registration of deeds. Itneeds no argument 
to make evident that obligatory registration of this sort is a sam qua nan d agrioultensbs 
are to be in a position readily to obtain credit, whether by the agency of land debentures 
or otherwise, upon the security of their holdings. Without such ready means of Ate«‘a'”- 
ing prior charges upon land ofiered as security for advances creditors can nevei treat r^l 
proiLty as a first-class security in the open market ■ The 
mortgagee credit in Germany has been immensely facilitated by the 
ivgisLrion of title in that country. The uniform s^ystem. based on the Piussian mo^ 
aad introduced for the Empire in 1900, provides for “Wigatory registration of tit^ 
of each registered charge in the order of its repstratiou, and 

registers. These registers, drawn up for small areas and maintained by them, deset b ^ 
each estate and recite all personal charges {e.g., usufmetuary rights) and other charges 
and, in general, no claims against such estates not duly registered are 
law. It may be added that the total costs in connexion with the ™ 

of mortgages are moderate. The Registration of a mortgage 

costs £2, Ld its cancellation half that amount, mcludmg m each case the notarial and 

““'iS'^The importance of a sound system of registration of title “ 

credit is being increasingly recognised, we note, m the United States. -..pcistration in 

writer on the suhiect points ont that the uniform and safe system vilt-edaed 

Germany, which has enabled farm mortgaging m that co^try o . , tlmmselves 

security; holding its own even mote persistently than 

and seiing at pir when Government bonds are listed at a discount 

into the United States “until many of the States f ™ i“‘ 

much, progress in this direction already has been made by the i ^ 

to which toltog^oT^rbW^re in Maud ia d«.lt with ih 

Vms. 797-8U and in Appendices 14-17 to Minu^ of E-ndence, Prowietors in the Countries 

t Reports of Her Majesty’s Representatims Abroad on the PosUion of Peasant J ropnetors 
•in lehich (hey reside. (Cd. 6250). 1891; p. „ -XTi 

t Report on Agricultural Credit and Oo-operahon in Germany, p. AU. 
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imiform laws oi the American. Bar Association, and the Fletcher bill provides for hastening 
the day of uniform title registration by providing that no mortgage loans can be made ij 
States'wbere title law does not measure u]d to the national standard. 

Origin of Registration of Title in Ireland. 

784 We shall now examine the information obtained during our Inquiry in legai^ 
to the extent and nature of the_ mortgaging of land in Ireland; ami consider its bearing 
upon the problems of rural credit in this country. _ 

Your Committee had the advantage of receiving evidence Irom Mr. p. h. 
Brownin'*', b.l., Examiner of Titles in the Land Registry of Ireland, whose book 
“ Registmtion of Title in Ireland ” is a standard work on the subject. In the introduction 
to this volume it is pointed out that, broadly speaking, there are three po.ssible systeim 
of dealing with the transfer of land and the burdens affecting land, vix. : (1) by no registea- 
tion ; (2) by registration of deeds ; (3) by registration of title. In England, registration 
of deeds is found in Middlesex and Yorkshire, and registration of title in London. The 
Land Transjer Act of 1897 {60 & 61 Viet. c. 65), introduced the element of compulsory 
registration, and marked a step in advance. Ireland is, therefore, much ahead of England 
in this matter. In Scotland there is a Register of Sasines, resembling a Register of Deeds ; 
its “ search sheet ” (or ledger account of the dealings with each •unit of property) approxi- 
mates, however, to a Register of Titles.f In contrast to the position of Clreat Britain, 
registration of title has long been successfully at work, as above indicated, in some of the 
most important European countries, and has been adopted in some British colonies. 

Since the year 1708, when the Registry of Deeds was established by 6 Anne, e. 2, 
a system of registration of assurances operated in Ireland, but no effort appears to have 
been made to introduce registration of title until i860, when the Record of Title {Ireland) 
Act, 28 & 29 Viet. c. 88, established the Record of Title under the control of the Landed 
Estates Court, and provided for the recording of titles under Land Judges’ conveyances. 
This Act also removed from the operation of the Registry of Deeds all land of which the 
title had been recorded. This system was a voluntary one and was little appreciated,, 
leading to the registration of only 800 titles. 


Land Purchase Acts rendered registry of title essential. 

785. It became evident that the passing of the Land Purchase Acts rendered absolutely 
essential the keeping of an efficient register of title, for a yearly tenant or short 
leaseJiolder was outside the scope of the Registry of Deeds, his only register of title 
being the records in th^ estate agent’s books. On his becoming owner in fee-simple he 
incurred the liabihty to registration in the Registry of Deeds of practically every dociunent 
deabng with his land, in order to secure priority for the various charges. This would, 
naturally have been very expensive for the tenant-purcha.seri apart, from the desirability 
of having a Register in which the titles could be kept entered up to date aird guaranteed, 
as in Continental systems. Such was the origin of the passing of the Local Registration 
of Title (Ireland) Act, 1891 (54 and 55 Viet., Ch, 66), usually known as “ Madden’s Act,”’ 
which set up a Registry oi Title office for Ireland, and merged in it the Record of Title. 
A system of regi.stration of title has thus been established, the adoption of which is 
compulsory as regards State-aided tenant -purchasers, but is voluntary as regards other 
ownem of land. 

Difference between Registration of Deeds and of Title. 

786. The question of registration of title has so important a bearing upon real credit 
in Ireland, and so much confusion often exists as to the nature of the difference in functions' 
between the Land Registry Office and the Registry of Deeds, that we think it well tO' 
quote hei-e the clear explanation given in the work above refen-ed to 

the Registry of Deeds any document relatiiig to land may be registered. Tliis is done by 
the nling of a memorial wliicli need contain only certain information as to the contents and natiueof 
the documeirt, the document itself being returned. All memorials are filed and indexed as received, 
no attempt benig made to classify them as dealing 'with any particular property. 

• a ■ ^ .’^ode of registration affords certain security to purchasers and mortgagees, and is of value- 
m fixing priority. It does not, however, amount to notice of the document, nor does it, e.xcepfc in tie 
case of a judgment mortgage, add any validity to the document itself, or to the title of which it forms 
a part. 


*R»r(d Credil.8 (F. ,]. Haskin). Senate Document, No. S60 (1913), p 18 
t Registration 0 / TitU in Ireland. Second Edition (Browning and Smith), p. 2 et seq. 
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1 tansiction ivith any lalii ftc title must be idly investigated, and every 

.. On eacli, and «™.V ■ „,„tr.\etion, and legal eHeot. Searobc. must then be nmde 

dKament ?«»“*, to “e that ifo doomnent has been omitted ; and even when the title haa been 
” *i,d®he« IS m iarartee <.£ ite eom-otnesB other than the shill of the legal advisers of the parties 

‘““??ivhat,° ie». d a P'®*;;et[lv‘''a M of oivner. of land, with partioidam of the properaes owned 
.. A Eegister of '"i ‘ "™ .Vlj,,, them. Le.gal validity is given to this list by Act of Parliament, 
„dof tbe eliarges to i * by tin? entry of all olianges alecting any of its component parts The 

snditia kept t" th , till' shown tliorcin i and persona deaUng therewith are protected 

SS toHr mistake by an Insurance Fund.”* 

me- T ...rnni-s Fuiiil w6 iiTO infimiied, amouiited in December, 1913, to about 
. This Insniancii hi iw, , . j„es payable on registered transactions relating 

£26,000 ; it is raised 1. ^^oTtmUerf H anyStoke is made by the Registry of Titles, 
to tad. and IS n Vho actiillv loses thereby can make a claim agamt 

to fS 0^0™ 

July established. 

Uaiiwj p'iMcijfc of Irish system of registratm of title to Imi. 

The following are the loading iirinciples of the Irish system of registration of 
■1 ’*(il Any one ivi3iiiig to deal with registered land can obtain direct gnd up-to-date 
title i (1) Any ® the tod and any burdens upon it ; (2) .the register 

iifoimation as to needless any reference to documents, while the 

"" ';“?tTgnar nSed by the State, aflords protection against possible error on the 
Insoiance Fiito gd , Certificate or Certificate of Charge can be obtamed, 

put of the riand Ke„t t } • I ) . 14,1 the cost of transactions m land is 

&nh?r:ds'i,np.efm^^ 

RliGISTRATION OF TITLE SUBJECT TO EQUITIES. 
Sd“?urch|elto 

Should the registration be subject to thrae equities, q ^ it jg ^genmed that the 

rtts Srte^ntet\v^ of local knowledge, are protected lyithout 

ZLtand that it is within the 

eiammation of the title to previons mteiert. j tigation m the case of small holdings, 
for doing so, siicb. as liea.v)^ expense b} £ renioving technical flaws 

piohable delay in urgent cases, or the ^'rtual of pemons 

wtich the lapse of time would m ^ ■ .^ted o7aone to other districts inevitably 

interested m tlie Even /the Eegistrar dispenses with the 

give rise at times to ascertain and enter on the Register 

investigation of previous mtevest, he must ne . ' , , landlord’s interest, but prior 

all burdens which have arisen ^ every case the entrv in the Register 

to first registration. It is clear, therefore, t , vesting or conveyance of 

is conclusle proof of the title of the owner from the date of the westing y 

the land. 

Desirability of disdmrgiw) Eguities. 

189. Seeing that the effect of re^stration 

mg accepted by a purchaser ^ to land is with reasonable faciUty 

tenancy has been made, it is plam that if the security _ 


"" •ZM.,pp.3,.i. Foiiu, account ol the limvtodnatoe^ 

present systeiii of iv»istrat.ic.u ot deeds, see 65 Vic.. <-h- 66.) 

t See Sections 92 and 93 of Load Reyisli fton o/ - fp Remembrancer in Ireland. 

Tke present trustees are the Chief Crown Solicitor and the .Ireasiir) ae 
I See Regisiralion of Title iii Ireland, p. 4, Bl seq. 

SSce Sections 29 and 47 of -4ct of 1891- 2 Z 


\ 
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to be utilised by a tenant purchaser in obtaining capital or credit, the final discharge of ' 
equities at as early a date as possible is highly desirable. We have pointed out elsewhei? i’ 
how gi-eatly restricted in operation some of the lending schemes of the Board of ‘Works ■ 
and the Congested Districts Board have been, owing to difficulties connected with the titk ' 
of the would-be borrowers. We fully recognise the dangers attached to over-borrowinj i 
on mortgage security, and the necessity for safeguards against such undue indebtedness t 
But this consideration does not affect the strong arguments in favour of having alHtles ■: 
to Irish land clearly ascertainable, and the rights and equities, if any, which exist, plainly ‘ 
defined in order of priority, so that in suitable oases where borrowing on the security oj ' 
their holdings may be the most beneficial, or indeed the only, method of obtaining needed ‘ 
funds— farmers may not find themselves unduly handicapped by difficulties of title, as ; 
undoubtedly are at present. . 

r 

Legislationp-ofosedinl^^^Zto facilitate T)iscIiargeoj Equities. \ 

790. In dealing with the question of equities, Mr. F. H. Browning, b.l., pointed out 
in his evidence that the Lai:d Registry at one time thought of sending a small Commissioii 
into various districts in Ireland and investigating titles on the spot. Tliis Commissioa, 
he suggested, might advertise the fact that it was going to .sit to investigate titles, aid 
might make a provisional discharge of equities, leaving the matter open for six monfcha, 

“ The gi-eat difficulty with these titles is the people in America. A man will die, leaving \ 
a lot of children, an^ some of them are in America. Generally speaking they don’t want ’ 
to make a claim, hut we cannot ignore them.” 

It seems that in the year 1903, a Bill was drafted by the Land Registry authorities 
in Ireland, with a view to cairying out certain amendments in the Local Registration of 
Title Act of 1891. The measure, however, was not proceeded with in the House .of 
Commons. In regard to the question of equities, this Bill ])roposcd that if, after th« 
expiration of six years from the registration of a title to land as being subject to rights or ' 
equities, an application were to be made for the registration of any dealing with the land ; 
(save in the case of a judgment mortgage), the Registrar should note .such applicatim 
on the Register, and issue such notices as he might think expridient to persons who ‘ 
might be interested in the enforcement of any right or equity. If after the expiry ofthe 
time mentioned in the notice, he received no claim or objection, he should cancel the note 
as to equities, which would thenceforth be of no eSect. If, however, a claim founded.ou • 
a . right or equity were to come to the notice of the Registrar during the period mentioned ! 
in the notice, he should serve notice thereof on the registered owner, with a view to pro- ; 
ceedings being taken to ascertain and note on the Register any burdens the ascertainment- 
of which may have been dispensed with at the original registration of the land. Should 
such proceedings result in the ascertainment of all rights and equities, the note as to equities . 
should be cancelled. 

It was also proposed in the Bill to empower any person, who. appeared to the Registrar 
to he sufficiently interested in the land affected, to apply (after due notice to the owner) 
to have the burdens on the land ascertained, and the note as to equities discharged. In 
order to expedite the process of clearing off equities, it was pi’oposed that the Ixird Lieu- 
tenant might by Order in Council prescribe certain areas in which the ascertainment of 
rights or equities should be locally carried out by qualified peisous, under the control of 
the Registrar of Titles. >i i 

There is little doubt, we think, but that if the above Bill, oi’ one on similar lines, Inul 
become law, the process of discharging equities would have been considerably hastened. We 
note that the Chief Secretary for Ireland, in reply to a question last year in the House 
of Commoms, stated that the registration, in the Irish Land Registry Office of a transaction 
takes about one month, and that the time taken for the discharge of equities in particular 
cases vanes from one month to a year according to circumstances.* 


Transfer oj Equities to a tenant's new holding. 

791. The Land Act of 1909 (Section 23 (2)) enacted that in the case 
tenant on j n : 


any ^ tenant on estates purchased hy the 'Land' Commission - - „ 

Wstuots Board for whom a new holding is provided, all equities aftectm! 
his oiigm^_ holding, should without any conveyance be attached to his neu 
Jioldmg. Ihis provision has much facilitated the work of re-anangement of estates, foi 
the tenants often found it impossible to make title to their holdings, which had passec 


* Parhamentanj Debater {House of Commons), 8th July, 1913. 
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member of tie family to another for generations, .mmetimes with no legal £ 
f,.„„, oiie me Board in a recent Eeport stated: Asa rule the teni 

uialities. 6 f.r,mr>lv with the Board’s conditions, but some ot them 


. for- 

-,p. Congested Districts Board m a recent itepori stateai nsa ruie the tenant 
.re ouite willing to comply with the Board’s conditions, but some ot them are 
rnrtn make good title, while in the great majority of eases the cost of making title is 
“ , i v™ from the delay involyed ; the cost frequently amormtmg to a very 



'rrTimnar'faralities were not attached to the transler or equities of feiioni-purctaers 
t tSiC so as to assist the work of consolidation and enlargement. n several of them 
m OTte’tS Wrd have recommended that the law should be amended in this lespeot, , 

\Vereir to this aspect of the subject as a further proof of the varying ways in which 
, ■ ' in regard to the discharge of eqmties m Ireland has an adverse efiect 

* .rthe iiiterests of the new joeasaut proprietors, hiuderiug both the proce,ss of their 
JablitoSit lipon the land, and the advance to them of long-term loans, upon real 

security. , 

Equities discharged after ex-piration of 12 years from Sale for full consideration. 

792 A provision which facilitates the progress of the discharge of equities is included m 
tie Orders the Land Registry. This Order states that where a sale of lands was made 
! tie anniicant or a predecessor in title at a date not less than twelve years prior to the 
Wment of the applmation, and appears to have been for full consideration, the title may 
t Jn whh *“ 0 ™^^^^ on. or other evidence of, suck sale, ant where such 

s 8*alc took place prior to the acquisition of the landlord s mteiest, the title shall be dotoed 
to the date of such aoqiiisition.”t The Registrar is empowered, also, when a “1* 
hppu registered for over twelve years, and a sale (other than the sale from landlord to 
+ ncl has taken place not less than twelve years ago, to dispense, if he think fit, with any 
Seime of titk other than an affidavit in the preserved fom. signed by the owner oi the 
land, to the effect that no charge has been made against the land save those set forth m t 
■Register. 

The assumption underlying these provisions is that if there had been any outstandmg 

daSX ’^T„rrer” SS^rSarr 

"to the d"ate oracquWng“the fee, it is necessary only to show P.., 

to discharge the note (the title to all registered land is, as we have shown, guaianteeci nom 
a"cqffiLo^^ of the fee)® It is evident that with he kpte “ 

increasing number of oases of tenant-purchasers must ^ Important task of clearing 

provision, which will do much to hasten the completion of the all-impoitant task clearing 

titles to land in Ireland. 


ExTBEME DESm.lBILITY OE HASl'EmNG THE DlSCHAESE OE EQUITIES, IE THE IHTEEESTS 
OF RUEAL CREDIT. 

793. There seems no reason to doubt but that the ; 

whole, as quickly as possible with the tedious worii of 
but it is Ldeift thrt some much 

than that at present m force is essential, it the task . R -nreeise methods 

ueai date. Ve do not feel competent to to sort, 

which would seem to offer the best prospects of to interests 

iuvolving legal questions ; but we and 

of the development of real credit in Ireland of puhtu g P tenant-purchasers 

more speedy method of removing imperfections from 

under the Land Acts. We believe that such a be 

with a view to obtaining at the first suitable opportunity any legislation wmen m y 

fouad necessary. . — 


• Kaeteeutt Eeport of the Bongeeled Didrids Bmri Cd. 6712 19U, it 21. 
t dels, Orders ani Roles. Lend Eegislnj of Ireland, p. 78, (Older v., pai. i, 


% 7.0. 
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Total Number of Holdings and op Registered Holdings in Ireland, ' 

P. H. 794. The process of registering holdings is steadily progressing as the land of Ire^ 

" passes into the hands of tenant purchasers. The following Table gives the totaUunC 
of holdings in the country, the number of these which have been registered, and tb 
charges registered for each of the past seven years (in the year 1901 there were only 43 ^D(jj 
registered titles in existence). 


Year. 

Total 
No. of 
Holdings. 

No. . 
in Column 1 
owned. 

No. 

in Column 1 
tenanted. 

1 No. of 1 

Eegisterod | 
Holdings. : 

1 

No. of 
Charges 
Registered. 

i'eioent^y 
Regiatenj 1 
HoldiBgj 1 
charged, 

1907 

599,872 ' 

2.30,421 

369,451 

112.437 

1,709 

1'5 

1908 

601,765 

277,862 

323,903 

122,621 

2,08i 

M 

1909 

603,827 

337,295- 

266,532 

136,508 

2,345 

1-7 

1910 

605,896 

3.50,794 

255,102 

150,480 

2,480 

1-7 

1911 

607,960 

389,751 

218.209 

165,127 

2,8.51 

1-6 

1912 

608,75)6 

399,644 

209,152 

15)8.049 

3,468 

1-7 

1913 

608,074 

401,819 

206,256 

219,871 

3.965 

1'8 


Pflias. 6(35; Wi7 
(footnote). 


It will he seen that out of the total agricultural holdings in Ireland, over 86 percent, 
are registered ; and that of the holdings which are owned i)v the oc-i-uiiievs, over one-lisli • 
are on the Register. Of the registered holdings, an aveiugo of 1-7 per cent, eadireii • 
have charges placed upon them. We were informed tiiat althongU the causes' k 
borro-wTng do not always appear, charges are most frequently created m connection with ■ 
family settlements, legacies, unpaid purchase money, and the buying of seed, &c., inth ! 
spring months. [ 

Returns of Charges on Registered Land for three months of 1912. ! 

795. In view of the important bearing of the subject of inortg;i,ging upon oiir Inquiry, 
and seeu^ that hitherto httle published information in Tcforence thereto has beea 
available, your Committee have endeavoured to ascertain as far ns possible the extent t» 
which Irish farmers charge or mortgage their land, the purposes f<u' wiuch such ckrges 
are usually incurred, and the persons or organisations in wiio.sfj I'iu-our the charges we« 
created. 

We are glad to state that the Land Registry Office found it po.ssible to supply 
fuU^ Returns for the months of April, May, and June, 1912. of ail the charges register^ 
during that period on registered land in Ireland, an(i also the- i’(d( •ases lesistpred dui'iug 
these same months ; giving separately the particulars for each countv. and distinguishii^ 
the size of the holdings affected, and the nature of the charges (.so far as ;iscei'tainabie), 
t.e., wliether they were legacies, family charges, judgment mortgages, &e. The Eetiiiui 
also mdicate, as far as Itnown, the nature of the creditor, i.e., whether ordinary ciedifat 
Bank, Land Commission, kc. Summaries of these vaiuablo Ketui •ns Avill he found h 
the Appendices.* ' 

Although these figures deal only with three months of <a particular year, tliey 
are important as a useful index of the extent to which mortgaging takes place amongst 
the tenant purchasers under the Lau(i Acts. It must be borne in mind tiuit these charts 
reter only to transactions dealing with registered land, and do not include the charging 
e^Tied out in connection with unregistered holdings,! which are, as shown above, at present 
almost twice as numerous as registered holdings ; nor do they include charges placed upon 
registered land m connection with the Land Loans of the Board of ‘Works. 


1 ^* 1 ® Appeadix 14 to Minuces of Evideace, pp, 542-4. 

t We endeavour elsewhere to eatitnate, from ligm-es supplied us by the Registry of Deeds, tlie extent 
litaSefot BviXncer^^^ (■’“ l»ias. 8(16-810, ami Appeaclices 15 and 16 
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Desirability of complete and easily available records of all charging transactions on Irish Land. 

7Q6 The above-mentioned Ketums have entailed mucb time and trouble in their 
T^rpnaration as this necessitated a separate handling and inspection of each document 
li (Xaree We are grateful to the Registrar and his staff for the pains they took to furmsh 
JirWormatioE sought. If it were feasible to devise a scheme by svhioh valuaUe mfol- 
mfltion of this sort Jould he kept up to date and summarised m a readily accessible form, 

Zs obviating a troublesome searching and reading of separate documents on each occasion 
te believe such a course would be eminently desirable. By this means the 
additions to and releases of the mortgage debt of the whole country could be estunated 
annroximately ; while in process of time it would be possible to say, mth a fair approach 
to aocCcy, what the total mortgage and other bui-dens on the land of Ireland amounted 

We are therefore of opinion that every reasonable step should be taken to iroke 
readily accessible, not only particulars of the .various mortgage and simikr transactions 
in rerard to each individual holding— and much has m recent years been done m this 
dirccfen— but also the total transactions of charge and release efiectedamually. , The 
extreme usefulness for the purposes of our Inquiry of even the limited Eeturns tanished 
hSZved to impress us al the more ivith the great desirabihty of complete records of this 
nature being made available. 

Estimated fresh charges on registered land in Ireland in 1913, £857,000. 

797. It will be observed that during April, May and June of the year 1812. 
charging transactions took place in connectaon with registered la,nd ™ l“kni afi ectmg 
ihfi7 spnarate holdmes Tbe total amount of tie charges registered was £156,760. 

ZseXS montKs fairly representative in this respect, the figmes would mean that 
^900 transactions, entailing total charges amountmg to Ssfered^^^^^ 

moment the question of charges released) took place m connection with “P®™ “ 
rz cnmitrv ill the Year 1912. These figures are, however, considerably under the 

.... 

rSmrin l3«,000 entailmg on the farmers annual payments 

in interest alone_of, sav, from £17,000 estimated additional gross 
hurdm“oSoS\“ut;SetltX.; Ireland i while the estimated net increa.se, as we 
show later on, would be about £400,000. r 


4reas of Registered Holdings Charged. 

798. Dealing with the size of the. holdings " "" 

find that of the 725 chargmg transactions m April, May, an 

328 (or 45.25 per cent.) dealt 

277 (or38-2 percent. „ acres in extent. 

38(m“.26peZent:) T, above 200 acres in extent. 

Tbe larger number, therefore, of these .ZlfZZldiZ'^of under°30 acres in extent, 
holdings, almost one-half of the operations affecting ng 


* In the year 1913, the number of charging brausaotions oa 

3,965 (see Table in para. 794). . rcinnection with Roaril of Works Lani L' 

fe;.,'.''! t Not including charges upon registered Ian ^ footnote ou p. 351 

which would amount ft least to £50,000 per annum (see para^. 665. 


■istered land had further risen to 
schemes, 
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PuT-poses for u'Mcli hndftoldei-s charge their farms. I 

799. While the precise nature of the objects for which the farmers in question charged fc 
their land has not always been ascertainable, the following fibres which we have obtained v 
by an analysis of the infornaation supplied to for April, May and June, 1912, by the 
Xand Registry are of interest. \ 


Naturv of Ch:a-ge. 

Number of Transactions. 

Amount. 

Ordinary chai'ge for money lent ... 

42u (or 68 per cent.) ... 

£ 

; 106,445 (or 67‘9 per cent.) 

Legacy charges 

114 (» 16 ) ... 

13,565 („ 8’6 „ ) 

Family charges 

137 („ 19 ) ... j 

30,057 („19-2 „ ) 

‘‘ Judgment ” mortgages ^ 

54 (,. 7 „ ) ... 

6,693 („ 4-3 „ ) 


726 

£156,760 


Relative extent of Mortgaging in the various Irish Counties. } 

800. The counties of Ireland in which charges on regi.stered holdings were most L 
frequent t during the three months in question, were : — . ^ 


Nmuber 

Cou3ity. of 

Clmi-ges. 

Antriui ... ... ... ... ... 71 

Londonderry ... ... ... ... ... 70 

Cork ... ... ... ... ... 40 

Down ... ... ... ... 44 

Tyrone ... ... ... ... ... 43 

Armagh ... ... ... ... ... 41 


The counties where the fewest charges f were created were : — 


Number 

County. of 

Cliarges. 

Galway ... ... ... ... ... 7 

Kilkenny ... ... ... ... ... 7 

Leitrim ... ... ... ... ... 7 

Cavan ... ... ... ... ... 5 

King’s County ... ... ... 5 

Clare ... ... ... ... 2 

Wicklow ... ... ... ... ] 


Taking into account the total value of the charges, as distinct from their number, the 
counties showing the largest amounts f* were ; — 


County. 


Antrim 

Loutli 

Tippei-arv 

Cork 

Limerick 

Meath 


Amount 

of 

Cliavgcs. 

£ 

14,620 

10,695 

10,218 

9,885 

9,804 

9,185 


It will be s^u that by thus taking the total value of the charges instead of their mmha 
three counties (.Tipperary, Limerick, and Meath) possessing a considerable proportion c 
large holdmgs are brought mto prominence. 


♦See pai'agrapLe 826-8 for deecriptioa of a •■judgment” mortgage, 
re iJei.sT'.s “‘““““‘eh, kowever, that tke igmss here quoted do not inelude the charges iipot 
SS muel? moin fremle' tf Land Loan sohemes (see paras. 669 and 803), whieh 

ScTnLrf ™ If Mster and Munster than in lOstet Ld Connaught. The counties 
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Xhe counties showing the smallest total amount* (as distinct from number), of charges 


County. 




Amount, 

X 

Cavan 

King’s Comity 

Kerry 

"Wicklow 

Leitrim 

Clare 




... 1,775 

1,706 
902 
738 

y.'. 65 


No direct relation hettveen area of counties, or nuniher of holdings in them, and the aniouM 
of cha/rging of land which takes place. 

801 By a comparison of the above figures with those showing the relative areas of the 
counties of Ireland, and with the figures giving the number of separate holdings m each 
countv it is clear that the proportionate amount of mortgagmg has httle relation to either 
area or the number of faims. Thus Comity Antrim, which had the largest bmden 
of mortgage debt placed upon it in the period referred to, is the nmth Irish county m 
rftsoect of size, and the thirteenth in respect of the number of holdings. Coimty tialway, 
on the other hand, which i.s the second largest county, and also takes second place m respect 
of the number of farms, is one of the counties where least mortgagmg takes place. 

We have also tried to ascertain if the number of proprietors m a county a.s_compared 
with the number of tenants had any apparent infiueuce upon the extent to which its farmers 
MBOTted to mortgaging'. Here again no direct oomieotion appears, for some of the ooimties 
such as Donegal and Galway, where a large number of holdmgs have been sold to tenant- 
purchasers, reveal a comparatively limited amount of charges on the land. The limitation 
in the Land Act of 1903 upon the powers of charging is probably one cause of this. 

Prom the Return furnished us by the Land Commission as to the number of applications 
received for permission to charge holdings in excess of the aboye-mentionrf statutory 
limit we have received icseM corroboration of the infoimatiou independently obtained 
from the Land Registry as to the comparative amount of indebtedness placed on the land 
in each county. The counties from which the most numerous applications were received 
by the Land Commission, between the yearn 1903 to 1913, tor permission to e.xceed the 
tait were in order ;-Down, Londonderry, Mayo, Cork, Tyrone and Antrim ; while the 


transactions hi the months of 

April, May and fune, 1912, as furnished by the Land Registry, were Antiim, Londoudm^^^^ 
Coik Down, Tyrone and Armagh ; i.e., the names m each list are, with one exception, 
identical. Much of the verbal evidence received at our Inquiry sunilaily siihstantlat-s 
the information contained in the.se Retums. 

Relative Extent of IIortgauino in the Irish Provinces. 

802 The following %ures show the relative extent to which tanners of each 
resorted to tie mortgagini of their registered land (apart irom Board ot Works loan.,)* 


m tihft three months inaicatea . — 

PkO VINCE. 

Charging 
Trausactifuis 
<m Registered Land 
in the months of 
April, May and June, 
1912. 

N"umhcr of 
Separate' Huldings 
afioi’ted in 
each Province. 

Amount of 
Oharges. 

Average 
amount 
of charge 
at each 
traiw- 
action. 


Kunihev. 

Pw- 
(VMitagc 
of whole. 

Number 

Per- 
centage 
ol whole. 


Per- 
centage 
of whole. 

£ 

Ulster 

336 

46 

273 

48 

48,732 

31 

145 

Iiciiistev 

164 

23 

121 

21 

61,181 

39 

373 

Munster 

146 

20 

111 

20 

33,416 

21 

229 

Connaaght ... 

79 

11 

60 

11 

13.431 

9 

171) 

Totals 

726 


50-5 


£156,760 

- 



» See footnote t on p. 348. 


S«6 paras. 613- 
S22. 

See Appenilix 17. 
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It will be seen that in respect of the number of charging tmnsactions, Ulster is respon. f 
sible for almost half the total, its figures exceeding the combined figures for Leinster |< 
Munster. In respect, however, of the actual money value of the charges placed on tte S 
soil, Leinster comes first, its figirres being almost exactly equal to the combined figureg § 
for Ulster and Connaught. This is due to the fact that the average loan obtained in | 
Leinster is more than .twice and a half as large as the average loan obtained by Ulster r 
farmers, the respective average sizes of loans being i — Leinster, £373; Munster £ 229 ' »- 
Connaught, £170 ; and Ulster, £145. ’ 

Registration in Registry of Deeds of Board of Works charges on registered land; i 
undesirability of 2 >ractice. 

803 . A comparison of the above Table with that showing the extent to which the difierent 
Provinces m f i rb-ft use of the Board of Works’ l^and Loans shows that while the mortgaging 
and charging of land is very extensively resorted to in Ulster, pi'actically none of these 1 ' 
borrowing transactions take place in connection with the Board t)f Works’ lending schemes. l 

It must be borne in mind that if the charges placed upon registered land in coimection I 
with the Board of Worlcs’ land loan schemes were recorded in the Land Registry, and r 
not in the Office of the Registry of Deeds, the above figures for the various Provinces f 
would undergo a considerable change ; for Leinster and Munster made use respectively [■ 
of 43 and 47 per cent, of the £107,000 advanced by tbe Board in hrnd loans in 1912-13, I 
and Ulster and Connaught only about 5 per cent. each. Assuming that about two-thii'da • 
of these loans were made in connection with registered land, it will be seen that Leinster i 
and Munster approach much more nearly to Ulster in the animal number of separate • 
charging transactions than would appear from the Table in preceding paragraph. This is i 
only one illustration of the statistical defects caused by the recording of charges on 
registered land in the Office of the Registry of Deeds instead of in the Land Registry.* ! 
• Any legal difficulties hindering a change in this practice should be removed as soon as i 
possible. 

Releases of Charges o.n Registered Land. 

804. From the Table in Appendices f showing the releases of charges on registered 
land it will be seen that in the months of April, May and June of 1912, 307 recorded 
releases of such charges took place, affecting 227 separate holdings, and amounting to a 
total of £86,584. The approximate amount, therefore, of charges on registered land 
released in Ireland in 1912 was over £342,000. 

Estimated Net Increase op £400,000 in Charges on Regi.stered Land in 1913. 

805. By deducting the figures showing the releases of charge from the figures of the 
charges registered during the above period, it will be seen that an approximate net addition 
to the charges on registered land in Ireland took place in three months to the extent of 
over £71,000, there being net decreases of mortgage charges in 7 counties {i.e., Cavan, 
Clare, Galway, Kerry, Leitrim, Meath, and Wicklow), and net increases in all the other 
counties. The six counties where the largest net additions to the indebtedness of the 
land took place were Antrim, Louth, Tipperary, Cork, Carlow, and Down. 

Talcing the foregoing figures as a basis, it will be seen that the approximate 
net addition to the charges on registered land in Ireland, after making allowance for release 
transactions, would, at, this rate, amount in the year 1912 to over £284,000 per annum; 
but the net total for the year was probably nearer to £340,000, seeing that, as we have 
already indicated, mortgaging transactions were more numerous in other periods of that 
year than in the months selected for investigation. 

For the year 1913 the net increase in the amount of the chai'ges on registered land 
was probabl_y at least £400,000, in view of the fact that the nunrber of such chai'ges rose 
to 3,965 in. that year. 

Charges on Unregistered Land. 

806. Fipm the references which we have made to the functions of the Registry of 
Deeds, it will be evident that any information in regard to the charges placed upon 
unregistered land in Ireland must necessarily be less complete, and less satisfactory as. a 
basis for conclusions, than the figures in regard to the charges upon registered land which 
are compulsorily recorded in the Land Registry Office. ■ Nevertheless, although the 
transactions registered with the Registry of Deeds during any given time do not represent 
all the.charges placed upon unregistered land in the country, since the element of compuhoiy 


* See footnotes on pages 348 and 351. 
t See Table B, Appendix 14 to Minutes of'Evidence.’’ ' 
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■ 4..a+inn is absent, it is possible from tbe figures furnished to us for the period of April, 
1 1Q10 * to obtain a fairly correct approximation as to the annual amount 


yjay and Jrme, 1912, 
of such burden 


Estimated fresh registered charges on unregistered land in year 1912— £1,000,000. 
q07 It will be observed that during the period in question (which is the same as 
for whicli figures as to tlie charges upon registered land were obtained from the l^nd 
Srfrv 1 235 charging transactions were recorded upon unregistetedf agricultural 
S ■ m’lS2’o£ these cases the mortgagor was the landlord, and in l.lbS oases the occupier. 
942 of the 1,235 transactions, the amount of the charge was iisdosed in the deed ; m 
of these cases the mortgagor was landlord, and the total charge £56,056, while m 887 
fse, thrmrtgagor was occupier, and the total charge £98,824 Assuming that the 
rine of thJchaigIs in the vaiiS^us transactions where the amount of the consideration was 
™t Wosed was approximately the same as in the instances where it was revealed, and 
.Liming also that the three months in question were average months in respect of ohargmg 
SZtions we arrive at an estimated annual number of about 5,000 charging transactions, 
Amounting to a total of over £1,000,000, as representing the fresh annual charges on 
.L-poistered land in Ireland, not ahowing for releases. , , j , a- c 

Wen it is borne in mind that many charges are placed on unregistered land of which 
no information whatever is conveyed to the Kogistry of Deeds by either party to the 
^ +■ TT-A tViink that £l 000 000 per annum is u very conservative estimate of the 

this' burden slightly over one-haH 
home bv landlords and the remainder bv tenant-occiipiers. hiven a few years ago the 


0;»r« tr»soctfoM on unregistered land in Jive selected counties in 1910 and 1811. 

mnegistered land were recorded m Se^deed, beii« £282*657. i.e.. 

mb^reLh^SorL^^grwas landlord, and £110.684 where the mortgagor was 


““Eming. as before, the We” 

of West £464,000, or at the rate of £227,000 per annum. 


Sizes oj Estates and Holdings charged in five selected counties. 

809. In the 1,007 cases fo «« five selected counties 


ROQ In the 1.007 cases m Wie — - 

ivlierfthe size of the holding was recorded, the charges affected 
371 holdings of under 30 acres m extent, 

443 holdings of between 30 and 100 acres. 

88 holdings of between 100 and 200 acres. 

mortgaging by Irish farmers, it will be observed 
tliatTlarge ™mber of holdings iin der 30 acres are concerned. 


• See Appendis IS to »InmteB of Evidence. imnIovenie.it and othei aimiki loans m^e by tlie 

t Charges upon registered land m conl.eot.on with in the Eegistry of Deeds and 

Board of Works still continue, as we have seen. ^ question, are involved, into which we 

not in the Land Eegistry, save m exceptional o.icnimtoncea submitted that the practice of 

need not enter ; in ReyiUretim of Title {Browning ^ g^Ptiiig the validity or priority of the loaii 

the Board of Works is “ eiToneous and may give rise ^ -t as to charges upon registered 

iw a charge aSecting registered land." But m “J f'S”" ’m°„t loaL of the Board of Wor‘‘“ 

and unregistered land in Ireland the fact fta '“l‘i7,r.egiste.ed land should be taken ...to account, 
upon registered land are necessarily included in the totals lo. un.eg 

X See Appendix 16 to Minutes of Evidence. 3 A 
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Av&rage Amount of Charge involved at each transudicn. 

810. The following are the estimated average amounts of the charge dealt with af 
eacli individual transaction affecting holdings or estates of the description specified 


i 

Nat^u'c of holding. 

Approximate 

: average amount of ehajge 
at each transaction. 

Holding of Regista'cd land ... •••I 

£ 

•215 

Holding of Unregistered land : — 

(a) Where mortgagor is landlord ... ' 

i 1,000 

(6) Where mortgagor is occupier 



These figures must be read with due regard to the limitations necessarily attached S' 
to averages. For instance, a few very large charging transactions by landlords of extensive h 
estates might so unduly augment the average figure for all. Ireland as to give an ertojieons \ 
impression. But we 'believe the approximate figures given above are fairly accurate, , 
and furnish a useful conception of the amount of money involved in an ordinary clmtgii^ 
transaction of each type. As might be anticipated, the average amount of charge when \ 
a farmer owns his land is about twice as large as in the case of a mere teirant. . 

The Returns from the Registry of Deeds afford inteiestiu^ corroboration of the f- 
independent Returns obtained from the Land Registry and the fjand Commhjsion, as to 
the relative prevalence of mortgaging iu the various counties of Ireland. For instaiico, | 
County Antrim, which shows the largest number of charges on logisterecl land, holds the ‘ ■ 
same position in respect to the amount of indebtedness of unregistered land. The debt ; 
placed on the farms of 61 Antrim tenant farmers ui three months of 1912 amouiitedto ' 
over £l 2,000, a total for the county four times as heavy as the average rate foi.’ the counties 
of Ireland. 


Estimated net Annual Increase in Indebtedness op Irish Agricultural Land, 

£1,000,000. 
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811. By combining the estimates which we have made of the extent to which Iiish 
farmers, both landlords, tenants and tenant-purchasers, resort to the mortgaging oi 
charging of their land we may obtain a fairly accurate idea of the total gross and net 
additions to the registered indebtedne.ss of Irish agricultural lauds, and of the extent 
to which farmers use this form of rural credit in meeting their borrowing requirements. 

About 4,000 registered charging transactions now take place annually, as we 
have seen, in connection with registered land, and 6,000 transactions in connection with 
unregistered land, making an annual total of 9,000 such transactions (to which must be 
added a considerable number of unregistered charges, of whose number and amoimt we 
are not in a position to form any estimate, having no data upon which, to proceed). The 
approximate annual amount of fresh charges on registered land, £857,000, taken together 
with the similar figure for unregistered land, £1,000,000, gives the sum of £1,857,000 as 
the estimated gross annual fresh indebtedness of Irish agricultural laud ; probably 
£2,000,000 would he nearer the actual amoimt. At the average rate of o to 6 per cent., 
this means annual payments in interest alone of, say, £100,000 to £120,000 by Irish farmei's, 
while the capital amount borrowed remains undiminished by these pa 3 'meuts, a .strildng 
contrast to the continental Landschaften system. 

When -allowance has been made for charges annually released, we obtain an 
approximate annual net addition of £400,000 to the indebtedness of registered land, anil 
of £454,000 to that of unregistered land, or a total annual net increase in the registered 
bmden upon Iiish land of £854,000 ; probably £1,000,000 would be a more accurate figure, 
(these caiculations, we need scarcely point out, do' not in any way deal with charges upon 
non -agricultural land or buildings in Ireland). 

Although the figures in the preceding paragraphs are merely approximations, 
4 .^^^ under rather than over the mark, and sufiice to prove the very considerable 
the farmers of Ireland now resort to the charging of their holdings, inspite 
ot the difficulties of title which so often arise. The facts fuUy vindicate, in our opinion, 
the wisdom of the statutory limitation upon the charging of the holdings of tenauf- 
pmehasers contained m the Land Act of 1903, although we recognise the force of the 
ob]ections which have been made by some witnesses at our Inquiry to this restriction of 

H ^^ew proprietor in ntihsing the security of their land, 
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T/ie Estimated total value of Irish AgncuUural Land. 

Hl2 We have not sufficient intonnation at our disposal to enable an estimate to be 
i as to the relation bet-vveen the annual anx^roximate total addition to rural in- 
lormea »» ^ la-nd IT. Trp.lq.-nrl. From a Ketium* issued by 


Estates Commissioners, it appears that on 31st March, 1913, the purchase monkey of 
r!.i7«old or nendinc for sale, under the Land Purchase Acts, amounted to almost 
£101 'iOO obo while the purchase money of the lands unsold on that date (including yanons 
, ’ . „£ i,,%vnvifi iin+ lllrp.lv to come under the o-oerations of the Land Acts) was estimated 


of holding not likely to come under the operations of the Land Acts) -s 
t almost £78,500,000. The combined figures would give a total of almost £200,000,000 
I the purchase price of Irish agiicultural land ; but this figure would be exclusive of the 
large sunns representing the tenants’ interest in their holdings. 


Limitation on Mortgaging or Charging of Holdings under Land Act of^ 1903. 

813 The following provision of the Land Act of 1903f placed certain restrictions 
upon the mortgaguig of his holding by a tenant-purchaser under that Act : 

•• The propi-ietoT i.t the holding shall not, without the con.sent of thc Land Commission, mortgage 
M <.‘hav<re the holding, or any part thei-eof, for any sum or sums exceeding in the aggi-egate ten times the 
•miount"of the purchase annuity payable in respect of the holding or part upon the making of the 
and everyinstmineutofincrtgageov charge oiia holding or part thereof by which the holding o p 
Siawed with any larger sum shall be null and void as to the excess. Where part of a liolcUng is mort- 
gaged or charged, the Land Commission shall, for the purpose of tins enactment, estimate the amount 
of the purchase annuity payable in respect of that part. ’ 


Report of 1903 on the CowUtion of Irish Tenant-purchasers ; the Qnestum of Mortpcujinej. 

8)4. We observe tliat some limitation upon the power of charging and mortgaging 

hokliirgs had been .strongly recommended in the Report of the Inquiry made m 190? into 
the condition of Tenant-purchasers.}: In the Section dealing with the Desnabiht) of 

Maintaining a Control by the State over Purchase Holdings so as to prevelrt Excessive 
indebtedness and Degeneration among Occupiers” this Report stated : For its own 

security so long as the purchasers are liable for the repayment of their State annuities, 


the Government is bound to see that nothing is 


the wovernmeiu. is uuuuu .... , . .y UanV 

it present the only conditioius imposed ate those against subdrvisioii subletting and. bank- 
rautov If land purchase is to be largely extended, it is adnsable that further conditions 
lieVovided that will limit the power of charging and mortgaging toldinp in a 
that is injurious to the occupier and to the general community. It benefits no one except 

•* . .. ... j_.Vj._J "Ur, lift rti 


the moneylendev that unrestricted power should be given to occuipiers to raise monjy on 
Z JSy of their holdmgs. , Thl experience of otte 


cannot neglect- shows that the' real danger in a system 5°^ 

prietary is that of over-indebtedness, which must prove a dangeioris 


miem-'tlie proprietors are absoteeviwners 77r7flttiye 


impossible, to impose any efficient check on borrowing. ^ riooirsiLlp t-bat it 

control, as is possible under the Irish Land Purchase system, it is veiy desuable that it 

should be exercised." , , , . „ . 

Evils of excessive boi-ro^nnc/ on certmn estates. 


815 The Renoitweiit on to descTibetheexcessiveboiTovvingwhichhadbeeii ascertained 

to exist on an elato in Ulster i " We found in many cases 


;:nK;^y mm«St S process of the P^le. In one place it is the opinion 
6 y , , .n,.i.-.j,fullyone-thirdofthe 

ffiile in another distric 
The purchasers on a part 


rfth^Ia^quainS With the facts that fully one-third of 
horn blanks or mor—^ m ^ in 


are indebted to banks « len^s^^ belKS; 


the neighbourhood are also saicL to ue largeiy lu "7.., v,e,vp borrowed very large 

Even ol that estate the more pmsperous and to^-ent Pmoha^ One C of soheitors 


iiveu on luaii csfiuio line iMwavj * Anfu _ 

sums since they proprietors^^^^^ security of 

ir 

fessions, paying ofi legacies, and similar purposes. j.t ‘■'J. pj,oUv rafsecl now on 

realise the eventual result of this practice. Because > , get accustomed 

unencumbered interests, and at low rates, the purchasers will 


alone lent among them during the last f^een years - .jttine sons to pro- 

ffieir holdings It doet not req^m much prevision to 


“Ccl. 6930- U)]3, pp. 3, 5. 

t See Section 5-1 (3) of 3Ed, 7„ Ch. 37. Purchasers vnM Ih’ Letml Fvrehase Acts 

1 Report of an Inquiry into the pmeni comhtiou of Tenml Pinchasen ^ ^ ^ 

{W. P. Bailey), 1903. pp. 23 and 24, 


Printed image digitised by the University of Southampton Library Digitisation Unit 



364 DEPAETMENTAL COMMITTEE ON AGRICULTURAI. CREDIT IN IRELAND. I 

to borrowing. With each loan their liabilities will become more onerou« and their neo« I 
sities gi-eater. They ^viil raise future loans at higher rates, and in the end will be the ownet I 
but in name of the holdings which they were emibled to purchase on such favoiirablp | 
terms by the aid of State credit. As time goe.s on there will ire a natural tendency to an I' 
increase in the burdens of the tenant purchasers. The high prices paid for purehaseTs' I 
interests are, it may fairly be inferred, and indeed in many instances are known to be 
largely provided by borrowing or by a mortgage of the holding.'’ ' j: 

The provision of the Local Registration of Title Act (1891) that all lands sold I 
under the Land Purchase Acts should on a purchaser's dying inte.state go to his personal I 
representatives instead of his heir-at-law was indicated in the above Report as a probable I 
potent cause of bo^^o^ralg on mortgage, seeing that considerable burdens in the way o( f 
charge-s would thus be placed on the person succeeding to a farm on an intestacy in order i 
to provide for other persons entitled to a distributive share. “ A similar result maybe - 
expected to happen where the purchaser makes a will, as tlici;e are sure to he char® 
in favour of the children who get no land. As yet sufficient time has not elapsed for burdem • 
of such a nature to become evident, but there can he_ little dtuibt that the next andftitiu'e \ 
generations of purchase occupiers will be heavily weighted by charges so created.” 

Permissive Lunitaiion on poiver oj Mortgaging in certain German Provinces. ^ 
816. The danger of absolutely untrammelled power of moiTgagiug land is strikiiigl? ^ 
exemplified by the history of rural credit in Germany. The “ LandeshiAtur-PS^ih ■ 
1811 has been termed the “charter of hberty to landowmers in the free disposal of their ^ 
property,” but its effect was very different from that ijitended ; for instead of utilisiM • 
it for the purpose of liquidating their debts by selling portions oC their estates ' 
the landowners largely used their new liberty of mortgage credit to extend their « 
holdings, thus piling on a fresh burden of debt. The Government authorities in ^ 
consultation with various credit and other institutions earnestly considered how best 
to relieve landed property from this burden. Unanimity was arrived at on the following - 
points : (a) No final scheme could at present be drawn up, owing to the absence of previons • 
experience in the matter ; only experimental measures could be adopted for the moment, 
(6) No scheme of relief would be inherently justifiable or of la.sting value unless it ensured 
a certain and lasting prevention of any recirrrence of debt. 

The Credit Commission of the German Chambers of Agriculture expressed the 
view that the registration of a- borrowing limit was the first condition for the amortisation 
of second mortgages by the Landschapen. The Agricultural Council of Germany 
recommended in 1900 that the pledging power of a holding should be limited accordiM 
to its productive capacity. Under the terms of the Civil Code such a limit could not be 
fixed m the contract between borrower and creditor, hut a special legal enactment was 
suggested. 


PoirUs of difference and resemhlance between the German and Irish provisions Jor 
limitation oJ mortgaging. 

1 various mterohanges of opinion the Pmssi.an law of 2atih Aagiiit, 

1900, was passed. It is a permissive measure only, and provides for the registration oi 
a boiromng hmit at the request of the owner of the land. This limit must coincide wift 
dltJte “1 V institution appointed by Royal Decree to serve the partieulir 

distuct . the hmit accordingly is not on a uniform basis for the whole coimtry, as in Ireland, 
?he V ! Tte effect of registration'is that beyond 

ran Kwd exceptions) no fresh burdens, of mortgage or otherwise, 

can be placed upon the holding in question ; but existing rights are not affected. 

limit on chsSlirpfrr*/”® wliat would be the effect of fixing siicha 

might at the nf H enacted that a Commissioner, appointed bv Royal Deci'ee, 

S W to b?S^?H ,q " Tr'f, institution concerned, allow 

cLes ah r Permission is, however, only given in very special 

fixed.’ (The limit is **'“ one-fourth of the borrowing manmum 

or forestry onrno«p<i nr , ^ when the land ceases to be used for agricultural 

imstiSn). ^ ^«ceive loans from the iLal credit 

measure and^the^rao^sinm^^TJ resemblance between this recent Germau 

ra she Act of 1903, the right to apply in Germaty 

analogous to the similar qnr^d. ^ exceed the Hmit specified being, for mstance, 

STaS Land Commission.^ The Germaa 

East Prus.sia, West Prussia and PoslntTe Royal Decree in the proTincia o 

^o^n,j ^.e.. the districts where the heaviest burden of 


! mdSlatisiik. Vol 3^ 1910 « K77 

t See Kgl. Landes-Oko>mnie-KoUegimn, Proc. 1913. p. 59. 
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ftrtaage debt exists. The fact that a country like Germany, where the operations of 
'^r^credit on safe lines have been brought to the highest state of organisation, has thus 
found it desirable to endeavour to limit the powers of free mortgaging of land, furnishes 
an important lesson for Ireland. 

Recomme'iidatwns of the Royal Commissio-n on Congestion as to Mortgaging. 

818. The Eoyal Commission on Congestion in. Ireland (1908), were of opinion that. 
“ the restrictions placed on the borrowing powers of peasant owners must be very carefully 
-ipvised so as, on the one hand, to discourage improvident borrowing, and on the other, 
to meet as far as possible legitimate demands for credit facilities.” They considered 
that the limitation in the Land Act of 1903 was not sufEcient to safeguard the small farmer, 
And suggested that it might be desirable to introduce some provision analogous to the 
homestead laws of the United States and of some colonies ; or to apply the Banlmiptcy Act 
of 1883 to Ireland, so as to protect an indebted small fanner in certain directions. The 
■Renort added : — “ We have no he.sitation in stating that some provision to check the 
improvident pledging of small holdings in the West of Ireland will be necessary for,, at least, 
a generation before the matter can safely be left to the enlightened self-interest of the 
small farmer. Such provisions would, however, be useless if they were not supplemented 
hv an extension of the existing facilities for legitimate borrowing.”* 


Difficulties connected with ^rcoision for exemption for debt. 

819. It must be recollected, however, that the proposal to introduce exemption 
provisions has another side to it, and that such exemptions, while aiding the farmer in 
one direction, may on the other liand be a hindrance to the development of schemes of both 
personal and’real agi-icuitural credit. This important aspect of the matter_ seems to 
have been brought under the notice of the American Agricultural Commission which 
visited Europe in 1913. In the Report furnished by a member of that Commission, and 
printed as a Senate Document,! lie states “ In Germany there is no exemption for 
debt other than the absolute necessities of life. With us we have exemptions of one land 
or another in every State, and we know what an effect the.se exemptions have upon our 
ability to secure credit from private bankers. It would be impossible for a co-^erative 
baiik to succeed and flourish unless these exemptions were withdrawn. All officials of 
such institutions in Europe are agreed upon this point.” In any proposals to introduce 
or extend exempting enactments of this nature for the benefit of the Irish farmer regard 
should be had to the fact that any serious lessening of the security of a creditor m the 
supposed interests of the debtor, especially in the case of the smaller closes of a^iculturists, ^ 
is bound to prove in the long run a hindrance to the obtaining of credit by the latter.^ ^ e 
beUeve that, on the whole, more advantage would be gained ‘ 

ment” moitgages within the limits of Section 54 of the Land Act of 1903 than by any 
such exempting enactment. 


Applications to Land Commission foe Peemission to Chasge Holdings in excess 
OF THE Statutory Limit. 


820. In the Appendices to our Report will be found a Return! furnished at our request 
by the Irish Land Commis,sion, giving for each Comity for the period since the ooiumg mto 
operation of the Land Act of 1903 (on 1st November of that year) to 31st Maich, 1913, 
the number of applications received from farmers for leave to mortgage or ^ 

holdings for sums exceeding in the aggregate ten times the amount of the Land '™hase 
annuities .§ The Eetuin al,so gives the amounts of such mortgages or charges foi which 

sanction was given in each county. 

It will be seen that 508 applications (or an average of o3 per annum) 

In 392 cases (or 77 per cent, of the total) sanction was given, but not always for the 

ThHfcrttt'ke appheations received hy the Liind Commission from 
leave to exceed the ten-times-annmty limit m charging 

about fifty pet annum would at first sight seem t o afford proof that the tenant-pin cliasem 


• Cd 4097 nn 03 3 Since then the s.f.soi.rd has been diminished, lor the 
that -“dgSe-Crigages me exempt feom tfie limitation of See. 84 (3) of the Land Act of 1903 Mas given 

(1909) since the Roval CommisBion issued their Re^Tt, ,to-n„P,,,,iontNo 201 P 18- 

t The Oeman Farmed' and Co-opei-aiion/’ (P. J. H. von Engellcen). Senate Document iNo. -ui. p. 

1 See Appendix 17 to Minutes of Evklpce. fl,^u limitetinn would he a little 

§ The. maximum amount which could 1« charged upon t],c Act of 190-3. and a litth' 

le.ss tiian one-third of the amount advanced for the purchase of the holding under tnc acc 

over cue-third under the Act of 1909. , ^ .yUiiined from the Bomd of Works. 

||A nnmbor of these mortgages or charges 
under the Land Improvement Acts, and of loans obtained from the Conge 
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under tlie Acts of 1903 and 1909, so far as they have resorted to charging their land ju , | 
soiu’ce of credit, have found their needs met in the majoritj- ot cases by traiisactiom carri«) I 
j T Di-ennan, on within the statutory limits. By comparing, however.-, the inPonnation for the pery | 

4f)R7. ’ ended 31st December, 1911, with the figm'es for the period between that date and £14 ; 

1913, we find that in the later period 231 applications to exceed the statutory limh y 
been received, as compared with 277 applications for the previous eight years and two 
months, an increase in the average rate per annum of such applications from 34 to I85 
The additional purchase transactions completed would lai-gely account for this increase* 
The fact that in almost fom'-fifths of the _ cases where permission to exceed : 
the statutoi'v limit was ashed for the Land Coirmrission have given their sanction would 
point to the need of capital on the part of these applicants, for approval is not granted ^ 
without due inquiry into the circumstances. It must also be remembered that a tenant- 
purchaser who bought before the Act of 1903 does not come within the limiting prordsion 
SeepatHs. 825-9. o£ that Act ; while “ judgment ” mortgages are held to bo outside the scope of the Ihnita. '■ 

tiou. Again, the restrictions ol the Land Acts as to mortgaging, siiirlettiug, etc., willnot - 

unless further legislation pro^^de otherwise, be operative after the o(U'iipier has completed ^ 
the payment of liis purchase annuities 

Ojnnion of some ivitnesses that Ivnitation of 1903 Act unduly restricts horroimig poioei- of ■ 
farmer's. 

821. On the otlier hand, several witnesses informed us that the piovision in the Land ' 
Act of 1903 limiting the power of a farmer to boiTow moirey, on the se<niiity of his holding, ? 
to ten times the amount . of the annuity, though in some ways a very desirable restriction - 
had proved, a handicap in munerous cases, in that it prevented a farirrer obtaining funds I’ 
J. Kj'L. (say, for the purchase of additional land) as readily as in former times. The Secretarvol • 

i48W-’]49oy Antrim Agricultural A^sociatioii, in dealing with this limitation, said : — ' ’ 

'■ Btfove the 1903 Act, if a man bad £200, iie could have honglit a farm costing almost £1,000, ani] 
borrowed the balance of the money. Now he would require to have about .£800 in cash, for he wuld 
mily borrow about £200, . . 

“ I could give you an illustration, since the passing of the Act of .1 !i()3. of how it uflected a fanni 
have for sale within two miles of Ballymoney. It was on the Adair catate. The anniiitv was £11. I 
could have got £825 for that farm. 

Q. By selling it ? — A. Yes. 

Q. Tiiat was the occupier’s interest ?- A. Yes. £825 was the price offered, pir.videcl the piu'clisscr 
could get a sufficient loan to buy it, but he could only borrow £110. The Land .\c.t of 1903 prevent«d 
him from borrowing any more. 

Q. How much more could he have boirowed before tliat ? — A. He could have borrow'ed, say, £600. 

Q. T^^lat has happened to the farm ? — A. It is not sold yet.” 

The witness suggested that the limitation on boiTowing might with safety be 
raised to 25 times the amount of the annuity (which would be equivalent to over four-fiftbs 
of the purchase price) in order to facilitate the purchase of farms. He stated that about 50 
per cent of the farnrs in the district around Ballymena were mortgaged, usually at 4 ora 
per cent interest, and that much of this lending business was clone though soHcitors wlio 
lent money on belialf of their cHents. In other distiicts, also, we ha\'e received coito- 
See para. »34. boi'ative evidence shoAving the large extent to whicli solicitors have engaged 'in these money- 
lending transactions upon the security of mortgages. 


AdvaMages of' statutory limitation wpon charging land outweigh any duiobacks. 

822. As to the complaiirt that the liroitation placed upon mortgaging by the Act 
J handicaps fanners by increasing their difficulty in obtaining capital for the purchase 
01 la)i,d, the Land Commission, as we have pointed out, have power to sanction the limit 
being exceeded m desirable cases, A large majority of the applications made by tenant- 
purciia.sers to the Land Commksion .since the passing of the Act for tliis permission have 
been acceded to. Yom Committee are convinced that, on tlie whole, the advantages 
oi the lunitation imposed by the Act of 1903 far outweigh any drawbacks 
attached to it. We do not, therefore, recommend any change in this restriction; 
It IS, in onr v iew, a very salutary pro-vision against indebtedness through over -mortgaging. 


will the foot of the Table m AppeudiK 17, i' 

V ® ^ H7 applications fov permission to charge holdings witl. sums in excess 0 

Land Coiamission ; while 49 applications, covering proi«^ 
wMUnl r The total of bhe 147 charges so sanctioned was £37,164 

£20 806 "’n?" concerned, disclosed the applications, amoantoa t- 

SsJs' so that^r have been charged upon these lands under- the statutory Umit v. 

to apply in connexion with the total chiirges sanctioned since the Sectioi 
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Kate of Interest on Mortgages in Ireland.' 

s23 Youv Committee have no reason to believe that the prevailing rates of intere.st 
mortsases in Ireland are imreaMinable. According to tlie evidence Eumislietl us by tie F_ H. 
T ml BKli»tiT the rate “ varies considerablv, sometimes being as low as four per cent., 
and sometimes as high as ten per cent. The usual rate is five or six per cent.” Few 
snmulaints were made to us by witnesses upon this point. 

The absence of a system of easv repa^onents under an amortisation .scheme, such as 
tLnt of maiiiv Land (hedit Institutions upon the Continent, is a. serious disadvantage to 
tbp borrowing farmer who finds himself frequently called upon to repay the total amount 
nf the advance in (,>ne sum at great inconvenience. In many cases he can only do so by 
negotiating another mortgage. The question of the exact rate of interest is insignificant 
in comparison with thi.s drawback. 

Umntnqes of Continental mortgage systems in respect of interest and terms of 
repayment. 

%U. The disad^'antages of the methods of the ordinary mortgage system as compared 
with the sinking fund repayments of the Continent have been ^vell described in a document 
recently publi.shed in the United States, from which we quote the following paragi'aph: — 

" Take this illustration from a Danish mortgage-society law, mentioned by the Com- 
mission Rural Credits and Betterment. Members of the company (fanners who have 
mortgaged their property) must pay a yearly amount of 4 per cent, interest, three-fourths 
of 1 per cent, amortization, and one-fourth of 1 per cent, for expenses, niaking altogether 
5 per cent, per annum, with the result that in 47 years their debts, principal and interest, 
are paid in full. The American farmer mortgages his farm and pays from 7 to 10 per 
cent, interest pel.' annum. The average rate of interest paid by the Americuu farmer 
to-day is 7-79 per cent, per annum, while the Greimaii pays 3| to 4 per cent., notwith- 
standing interest rates are generally higher there than here. His moitgage runs for 3 
to 10 years — no matter what time — at the end of which lie must pay the entire principal. 
Suppose, with renewals, Iris morfgage runs 12 years. He would pay 90 to 96 per cent, 
for the use of his money for that time. The Danish farmer would pay 135 per cent, for 
his monev for 47 years. ' The American farmer would pay 7 • 6 per cent, a year for his i^ioney, 
the Dane would pay 2-9 per cent. The Dane’s loan is an investment. He can afford 
to bon-ow money to improve'his farm or purcha.se his farm at that rate. The American 
is in debt and mortgaging bis home ; the Dane is u^g his credit. Each year, w^le 
paving only 5 per cent, on the money received, the Dane is getting out deM. Die 
Ameiican is pajnng 7 to 10 per cent, and not reducing his debt a penny,. At the end of 
47 years— or less time if he chooses to pay more— the Dane is out of debt, and his prenuse,s 
are free. At the end of any period-even 100 years-the American would owe the 
original principal, his premises Avould be enemnbered by the mortgage, although he will 

have paid twice as much as the Dane. ’* _ ,.i i x n i k ti 

We giA^e later on in our Report a descnption of the methods followed by the hua. 
I^ndschaften of tlie Continent in dealing with charges on land. 

“ Judgment ” Mortgages in Ireland. 

826. The tnuKaciioDB laiomi as " jiidgmeut ” Mortgages occupr a coirsiderable 
spare in Law Eeporta and in books dealing with the registration ot ohaiges on land.f ^ e 
are concerned, however, with this class of mortgage only in so far as the position of the 
Irish farmer as a bonower upon the security of his land is aicreby 

The Judgment Umtgarje Aa oj 1850 (IS and 14 ^0., Ch. 29) abolished the 
whole premoirtly existing system of tenancy by 

the land of a debtor created byPigot’s Act (3 and 4Vic.,Ch.l0o),&c..andput in 
a comparatively simple method of attaining the same enrb potion 0 of the Act eliac^^^^ 
that where the creditor under any judgment entered up .after the passing of the Act shall 
linow or believe that the judgment-debtor is possessed at law or in equity of any 1™’, oi 
has .any disposing power over such land ivhich he may exercise for liis^own b™!**. ™ 
creditor may at any time after the entering up of judgment, file in the Court ™ 
giving particulars as to the cause in which judgment was obtained, the parties to it, 

7 “•Spre7h ii, the the Ihiited Stated « August 9th. 1913, hy Ben.tor FleWier, upuu the 

h.tional IW ^ of the system of judgmejit mort!!«g«. Tilk 

judgihent oieditm, is given in MaMen m pp. 83 el m (2ud Edition). Bee also »/ MUe 

(Browning and Smith), pp. 119-122. 


Printed image digitised by the University of Southampton Library Digitisation Unit 


358 DBPAETMBHTAL COMMimE ON AG-RIOULTURAL CREDIT IN IRELAND. i 

tlie amount of debt, damages, and costs, a description of the exact situ^ion of the land, k. 
This affidavit must he registered by the cied^m- ui the Eegistiy of Deeds m the case of 
unregistered land, and in the Land Eegistiy Office m the case of registered land (Sec. 2l 
of the Local Registration Act of 1891}. The effect of this registration by a creditoiof 
an affidavit of ownership is to vest m himself the estate ot the debtoi , subject to redemption 
on payment of the money owing on the judgment. The rights of the creditor are practical^ 
the same as if an effectual conveyance or mortgage ^ the estate in question had been 
made and registered at the time of registenng the affidaint. 


Inconvenience caused to both parties hg the “ JudgnirOU Mortgage System. 


826. Neither creditors nor debtors seem to be satisfied with the position created by ' 
this Act, which has been the cause of much litigation, aiid of confluting decisions, Tbe 
creditor, on the one hand, has no longer, as he had previousl} , an equitable charge on i 
all the real estate of the farmer who has failed to pay his debts, lun the power of converting I, 
that charge into a tenancy at law ; for the particular lands which the creditor vdshes to | 
charge must be specified, and his security is hmited to them. If he be misinformed, or i 
be unable to state the situation of these lands with sufficient accuracy, Ifis security failg, • 
Also, the charge can only be created by compliance with the requirements of an Act full 
of difficulties ; and when duly registered, it must take the same priority in relhtionto 
other charges on the same lands as a judgment under the previous law. Again, in tbe case 
of leaseholds, the creditor by means of a judgment mortgage becomes liable to fulfil all 
covenants in the lease, a Uahility he rnay not have the nieans of ascertaining. 

On the other hand, the debtor is likewise subjected to inconveniences, for iio 
matter how small the debt the creditor can, “ without any notice to tlie debtor, and by : 
a purely ex parte proceeding, divest the whole of the debtor’s estate in lauds of any value, ! 
and vest them in himself.” If the debtor’s estate is legal, and vested in posses, sion, tlie 
creditor, “ without any demand of possession can, immediately after registering bis 
affidavit, bring an action of ejectment on the title.”* Other serious drawbacks exist 
which we have not space to mention. These judgment mortgages are, as far as we caa 
learn, an institution peculiar to Ireland. 


Extent to which ” Jiidgment Mortfiayes ” are obtained by Creditors. 


827. It will be seen that of the 725 charging transactions included in the Table of 
charges on registered Iand,t 54 charges (or over 7 per cent.) were in the natiue ot 
“ judgment mortgages,” amounting to a total of £6,693' Assuming that the period in 
question (the months of April, May, and June, 1912,) was a fairly typical one in this respect, 
it would seem that about 220 judgment ” mortgages are aunuaily obtained in Ireland 
on registered holdings, to the amount of £26,000. 

Your Committee have ascertained that a considemble number of these chargai 
are also obtained on unregistered land. From the information with which we have to 
fnniished bv the Kegistry of Deeds as to the charges on unregistered holdings in five selected 
counties during the years 1910 and 1911, | it will be seen that 123 judgment ” mortgages 
were registered during that period in these five counties alone. We have no data upon 
which to found an accurate estimate of the number of such mortgages annually being 
effected on unregistered land in the remaining counties of Ireland ; but the total transac- 
tioms would probably number at least 400 or 500, amounting, say, to £60,000 or £60,000, 
taking the average amount involved in a judgment mortgage as £126. 

The available figui'es furnish sufficient proof that this type of burden on the 
land is fairly prevalent, both in the case of registered and unregistered holdings. Needles 
to say, it is a transaction which easily lends itself to collusion between the creditor and the 
boiTower. By th: is means a money-lender or other creditor can become temporaiilyi 
and too often permanently, the owner of the debtor’s farm. 

From an analysis of the information placed at our disposal in regard to the 
54 judgment mortgages on registered land above referred to, we have ascertained that the 
persons in whose favour these charges were created may be classified as follows ri 
merchants and sliopkeepers ; 10 farmers ; 3 auctioneers ; 3 solicitors ; 4 Banks ; 1 
Jjoan bociety : 7 moneylenders ; 3 widows, &c. 

* Madden on Refiistmtion, pp. 93-5. 
t See Table A, Appendix 14 to Minutes of Evidence, p. 542 
• J Appendix 16, ‘ 
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“ Judgvnent Mortgages ” as a meam of evading the Statutory Restriction on 
Mortgaging. 

828 It is much to be regretted that the provision of the l^aiid Purchase Act of 1903, para. ai3. 
prmittiug a tenant-purchaser under that Act to charge his holding only up to ten times 

the amount of his purchase annuity (unless the consent of the hand Commission be first 
htained for exceeding that limit) should be rendered void in many cases by the legal 
dSon* that this Section of the Act does not apply to “ judgment mortgages.” Mr. 

F H. Browning, in speaking of money-lenders’ transactions with farmers, said : — 

'• Thev -rencrally work by -what is known as a Judgment Mortgage— they record judgments for nioney 
AnP to them and 'register that as a charge against the land. There is a good deal of that, and it is G634-42. 

wav of evading the provisions of the Act of 1903, which states that a purchaser may only charge 
his holding to ten times the amount of his annuity. That section of the Act does not apply to Judgment 

Mortgages . ■ There has been an actual decision on the matter. There w'as a decided case ui 1909 

that Section 54, Sub-section 3, does not extend to Ju^ment Mortgage. . • m, 

0 "Where was that judgment given ? — A. In the High Court, in Dublin (Irisb Land Cominission) by 
Ml-. Justice Wylie. The name of the case is re Eoulston. It is a binding decision at present.’ 

Criticism: by Mr. Justice Wylie of “Judgment Moiigages." 

829 In giving his decision, the judge said “ In my opinion, therefore. Sec. 54 (3), 
onlv extends to a mortgage or charge by a voluntary act o£ the propiretor, and does not 
invalidate a judgment mortgage, no matter what the amount of the prior charges on the 
hnidine mav he. Heuce the curious and absurd result follows from this benevolent 
-,+tpmut of Parliament to protect a tenant -purchaser from himself, that a mortgagee 
bv deed who advances his money beyond- the limit prescribed by the Act, must lose the 
excess while a judgment mortgagee, who may subsequently advance money upon the 
security of the same lands, but charged by a different method thou^gh it may he m 

as voluntaiy a charge as the other, can claim payment of his charge m full. My duty, 
liowever is to administer the Act as I find it.’ , . . . i 

Your Committee need add nothing to this lucid desciiptiou of the anomalous 
and unfair situation which may thus arise as between the claims of two classes of creditor 
of a boiTOwing farmer. Having regard to the importance of the matter, and especially 
in view onim desirability o£ pieveuting the new peasant proprietary inourrmg undue 
hardens of debt upon their land— a temptation which will probably mcrease as then 
standard of living rises— we think it very desirable that the present legal position m regard 
0 iiSeut^^^^^ position whiih, as pointed out by the judge, goes far to render 

uugS ae wte^Xntiom of the Legislature in limiting the powers of 

by le Irisb tenant-purchaser-should be brought to an end ; and that any 
l^slation needed to accomplish this aim should be introduced, 

EelmMrwe of Joint Stock Banks to accent sole Mortgage Seairitg for Loans to Farmers. 

A n asnect of the existing system of agricultural credit in Ireland which was 

t£=Sa— 

natural unwillingness of the banks to take “P^nlar act on 

be feasible ; the difficulty m estnnatmg the exact value o the secum^ one 

especially m view of the frequent absence o co uncertainty 

accounts ; the fluctotions borrower When to these reasons, 

srs; ^ various 

the Joint Stock Baiilis to accept a mortgage as sole security for au advance, 

last resort. 

• Ee Rmikmi [1909], 1 I.B. 306 ; Irish Law Times Eepoits, Vol. 43, pp. 232. ^ ^ 
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Evidence of the Chairman of Longford Co. Committee of Agriculture. \ 

831. The net result of these varioiis factors is that a farmer, as a rule, finds mucjj : 
difficulty in obtaining funds upon the security of his land. This aspect of rural credit i 
in Ireland was referred to by the Chairman of the Longford County Committee o{ ' 
Agriculture, and Crown Solicitor for County Ijongford : 

“ I consider the difficulty which banks or other persons taldng mortgages have on a forced reaHsati™ 
of their secTirity makes it practicaUy impossible to bon'ow a sixpence on tins land security. In additioo 
to this grave difficulties arise in making title, owing to the absence ol documents. I consider if it were 
nossible to create a different atmosphere, the most advantageous and uplifting method would be if the 
owners of smaU holdings could obtain advances by way of overdrafts from banks, the most desirable 
that could be obtained ; but at present the timidity of the people, m tlio cxi.sting -condition of thm 
about interfei-ing in a forced sale naturally prevents banks or others ffiom advancing money, and thereby 
supnlvinc capital for the reasonable and proper development of agnoulturnl business. In different d/. 
nmistances lam confident that banlcs would be quite willing to lend money on tins secumty, and genuine 
borrowers, desirous of obtaining capital for the improvement of their position, or the development of 
their business, would attain most cheaply what they desire and badly need. 

Q. “ You would suggest that the bank should advance the money without asking for two peiBonal 
securities ?~vl. Yes. I tliink it is a ridiculous thing, if I have a farm that I could sell for four or five 
or sis hundred pounds, to go into a hank in .Longford and not be able to get sixpence on the strength 
of it. 

Q. “Their objection is having to take over the farm ?~A. Yes; that if tliere was a forced vealizahon 
it might not be negotiable. _ 

Q. “ So, while these men have considerable property, it is little or no use to enable them to piocuic 
capital 1 — A. It is absolutely worthless. The banlc will lend upon the stoclc which the borrowers or 
the security may have, but not upon the land.” 


The witness went on to say ; — 

“ I have attempted negotiating loans for small farmers in banks, and when I described the fjnns 
the banlcs wanted to know what other means the boiTowers had to pay, intimating tJiat sixpence would 
not be advanced on the farm alone, and that they did not look on it as an ultimate means of realiang 
their money. 

Q. “ It is only on the stock — ^the liquid assets — they will advance ?— /I. Yes. 

Q. “ Do you see any way in which an improvement could be made in tliat re.spect ? — A. Well, it is 
largely a matter of education. It is largely a matter of realizing when an honest di'bt is due that it should 
he recovered, and not to be squeamish about helping the man to realise it.” 


National and State Banks of United States and real security. 

832. Much, other evidence to the sante effect could be quoted ; for this unwillingaess 
of Joint Stock Banks to lend for long terras, and on the security of the laud, is a 
universal feature of these banking concerns. Thus in a recent official publication in the 
United States the following statement occurs : — "Our National banks, with their hundreds 
of millions of accumulated money, are prohibited by law from lending iiim one dollar on 
the security of his real estate. The State banks, having to compete udth the national 
banks, are necessarily largely influenced by this requirement, and consequently as a rule 
the farmer cannot hope to use his one asset, namely, his farm, as a basis of credit with 
any banldng institution. Even if the National or State commercial banlrs could lend 
him the money needed for his capital requirements, such loans would necessarily run for 
a short time, would mature long before there was any possibilitv of repayment, and would 
utterly fail to supply this need.”* “ ' 


Pnra. SOI. 

c. M'AiiIey, 
15649-ai. 


Unwillkigness of many Irish Farmers to mortgage their holdings. 

833. The unwillingness of farmers to mortgage their land for working capital, save 
when lorced to do so through the impossibihty of obtaining funds otherwi.se, is a favourable 
l^tme oi Insli rural economy_ in many districts. In regard to this subject the Chairman 
of the Braid Co-operative Agricultural and Dairy Society, County Antrim (a county where 
a considerable amount of mortgaging takes place) stated 

^ niortga^e wffl mortgage their farm for working purposes ; they would 
Seir uSghbouir ^ do so, seeing around them the resulte fi^m mortgaging by 

1*1 ^hero the need of money comes in 1—A. The need of small money The small farmer 

af W 4at we Icnow about 

lorst If expensive. That is where I think money is required. Tie 

t n % r'"® 1 mortgage arise from different causes : first, the continuous dread, 
of being called upon to pay off the mortgage ; second, not knowing from whom he has the money bonowed 


* T?ie Davis Plan of Rural Banksf’ (Senate Document No. 141. 'Washington, 1913, p. 7.). 
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__hc it tbrougli a solicitor. There was a recent case in this town where one solicitor went down 
with £30 0001 That was a big sum. Although paying the interest agreed upon, the boiTower may 
ho comnelled to pay, and in some cases without the anthoiity of the lender This is the case, m point-- 
a mortgagee died soon after lending. His executor was advised to collect Another party was advised 
t lend'on this undeniable security. Then, in a sliort time, this party was advised to collect, and another 
^ Lrtv was advised of an extra good and safe investment, hut the lettei-s of the last payers or two were 
nut m the contrarv envelopes, and the third party saw the game ; then it was up in this case. But the 
,/ame is caniecl on' still. ... The system is terrific for a poor farmer.” 


A memboi- of tho King’s County Faimera' Association, in reply to a question cMx. 
as to whether mortgaging of farms was resorted to in his neighbourhood, said 

“ No I am "lad it is not. It would sink the fanners. The hanks won’t take a mortgage. There 
is scarcely any person who would buy a farm sold hy a bank. There is a sort of feeling in the countiy 
against it. It works against the farmers getting credit ; but on the whole I think it is better, because it 
pi-events the farinei-s sinking themselves.” 


Another witness, speaking of moitgaging by fanners, said : “ It is when afl hope p. Ionian, 
tails that they do it— when they can get money from no other source.” Even when full 32S9S 
allowance has been made for the desirability of a sound and convenient metbod for enabhng 
a deserving faimer in need of capital to obtain sucb aid on the security of his land, lye 
are of opinion that this reluctance of so many Irish farmers to mortgage their land is a trait 
in their character to he encouraged rather than otherwise. . 


Mortgage transactions hy Solicitors ; unauthorised calling in of loans. 

834. The practice is apparently growing amongst certain _ solicitors in Ireland of 
eneaging in money-lending on mortgages on behalf of their clients. One of the grave 
clmwbacks to this svstem, fiom the farmer’s point of view, is the uncertainty as to when 
the mortgage mav be called in : sometimes this is done by the solicitor without the 
authority o? the lender, for the identity of the lender is often unknown to the borrower 
A witness from Countj' Derry'told us that much mortgaging by fanners went on m tJiat 
county. 

Q. '• What rate of interest do they pay lor the money From five to six f imll' 

solicitor has to draw up the mortgage, which means practically another five per cent. That would mean 
Som tl S cW percent, for thf fia-st year at least. In many cases the solicitors coDect the money 

and make^^cia borrower for cohecting the money 1—^. 'Yea ; they charge 

Q. •• You look upon this mortgaging hy small farmers for small loans as a ruinous system 
most undouhtedly.” 

Mr J Hill Dickson. J.P.. W'ho was asked by the Ooiinty Down Committee of 
Agriculture to give evidence at our Inquiry, in speaking of the large amount o^mr gaging 
done in that county, referred to this recalling by solicitor of a nwrtf®” Su Ih^Mw 
yeans in order to gain the profit from the fresh charges made m connection mth the new 
mortgage. 


e per cent. 
\—A. Yes. 


0. “ I have been told it is an absolute trade ’’—A. Yes. 

“ Are the mortgages not for a fixed term ?— 4. For twelve months. 

“ Would they not be for five yearn 1-A bo, I to run for another 

y,ai«'Thlni: hot I will get ithomsom. .thor 

person.’ The man has to pay for a fresh mortgage. 

Your Committee cannot but express their extreme ^ 

members of an honourable profession should be found stoopi^ +h(?ii'nfortunate farmers 
which must inevitahly cause serious mconvemence and loss ^ 

who are victimised thieby. and who find themselves called 

at a moment’s notice, in order to place a few pounds m a solicitor » If we tou 

not proof that this most reprehensible practice is a feirly ge subiect 

of Ireland, we should not feel constramed to speak thus strongly on the J 
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Sef' paras. »0ft, 
801. 


F. Kelly, 
11V234-6. 


,T. I- Savaye, J.l 
16381-7. 


Pnm. 73fl. 


Sr* paras. 836-1. 


Large amount of mortgaging hy farmers in certain Counties. | 

835. From, the figures quoted eke where, it will be noted that in Antrim a ? 
amount of mortgaging of registered land (both in respect of number of transaction 
total money value) took place in the period selected than in any other Irish county, 
the three months 71 charges on registered land were, effected, to the extent of £14,020 
When to this are added the 75 charges on unregistered land, amounting to about 1 ‘ 
£16,000 in the same three months,, it is clear that the farmers ^ of Antrim go in vejy r 
extensively for mortgaging.* Whether this is an indication _ of enterprise; or otter- c 
wise, it is impossible to say without knowledge of the facts in each case ; but several I 
of the witnesses from that' county expressed at our Inquiry their opinion that the | 
practice was much too general, and that it had led to detrimental results in numerou.'i 1 
inarances. We note that of 31 applications received from County Antrim (to Marct, ! 
1913) to charge holdings in excess of the statutory limit, consent was refused by the Lani ! 
Commission in 13 cases, i-e., in 42 per cent, of the total. Other counties where in a 
considkable proportion of applications consent was refused were Aimagh, Down, and 
Tyrone. i 

A farmer from County Down stated that there was £i great deal of inortgagii^ r 
done in that county, especially in the upper portion. | 

“ It is not an uncommon thing for a man ivitli very little money to buy a farm of laud. A solicitor ! 
generally has money to lend. A man has a couple of hundred pounds, and buys a fann for a thoasand j 
pounds, and he gets a mortgage for the other £800. ; 

Q. “ Is that the chief purpose for which the farms are mortgaged — to buy land 1 — A. Yes, mostly \ 
to buy land. _ i 

Q. “ And is it mostly through solicitors that they do that business 'i—A. Ctener.'illy through solicitors.” | 

Another Co. Down wdtness said : — • I 

“ A great number of people have been sold out under mortgages, but therii i.s no trouble in getting 
money on a mortgage to pay for a farm. On Monday there was a farm of eight Irish acres of land sold 
at about £60 an acre, held under Lord Anuesley, and the man that bought it has not the money. Heks 
about £200 and a farm, and he will give a mortgage for the balance — £500 on hotli farms. 

Q. “ Is not that a high price ? — A. It is an enormous price. 

Q. “ Is the land subject to rent ? — A. Yes, the ordinary agricultural rent. 

Q. “ Is the land exceptionally good ? — A. No, it is bad land. 

Q. “ Why was such a price paid for it ? — A. In oui county at present tlic tenant-right price of any 
farm is itp to £50 or £60 an Irish acre. In regard to the legal expenses of a mortgage, if there is a new 
lawyer, he rsill not charge tlie top of the scale, but the usual rate is £G or £7. Lawyers aie pretty 
numerous now. In Casdewellan ten solicitors have offices. A new man w'ould charge you, perhaps, 
only £4- 10s. for a mortgage. If a person could hon'ow the money tlirough some otlier system, and p»y 
some of the ‘ stock ’ as well as the interest, it would be a great advantage. Money is plentiful in our 
district. The small fanner can get a large siun to buy land, but he cannot get a small sum to buy 
stock and to tide him over a difficulty.” 


Mortgaging not suitable as a source of Credit for smaller holders in Ireland. 

836. Although, as already pointed out, the problem of land pui’chase has been largely 
solved in Ireland by State aid, it is evident that farmers often resort to mortgaging for 
•the purpose of obtaining the means of purchasing more land. But the requirements of 
the agricultural industry in respect of current expenditure for stocking, manuies, seeds, 
&c,, are not usually met in this way in Ireland. Nor is the mortgaging of the smallest 
type of holding easily negotiated as compared with larger farms, one obvious reason being 
that a mortgage is usually arranged for an amount considerably short of the value of the 
farm offered as security. A mortgage on a very small farm is, therefore, seldom worth 
the expense or negotiating it, even when a lender can be found willing to accept such 
security^ On the whole, therefore, mortgaging cannot be looked on as a source of capital 
and credit in Ireland for any but a medium or large farmer, and then chiefly for purposes 
of land purchase, family settlements, legacies, &c., not for current expenditure. 


Land Mortgage Credit Associations. 

837. The suggestion has frequently been made that to meet the long-term credit 
nee<k of bhe United Kingdom, mortgage credit institutions, whether' of the 

n c f or the Mortgage Credit Bank type, which have proved so successful on the 

^ 600' or 700 registered charging transactions 
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r< +;Tiftnt should be established. It is natural that these organisations should have 
the attention of those interested in the problems of agricultural credit, for their 
pss in Germanv, and in some other countries which have followed Germany s model, 
f been very striking. We propose, therefore, to consider briefly the constitution and 
rwL of these important instruments of real credit,* We shall then consider how far, 
T t S the suggested formation of similar organisations would be advisable or possible 
as a solution of some of the rural credit problems of Ireland, vrith special regard to the needs 
of the small and medium farmers. 

Origin of the Landschajten {Land Credit Jssociaiions) oj Germany. 

818 The history of the origin of these institutions is instructive. The first Land- 
Mi ves founded in'Prussian Silesia in 1770, after the Seven Years' War, by Ferdinand II. 
of Prussia upon the suggestion of a Berlin merchant, Herr Buehrmg. The nobles, wta 
owned almost all the land of that province, had been nearly ruined by wars, changes m the 
currency, the rise in interest, and a heayy fall in the price of land ; they therefore lacked 
the working capital required for their estates, and were heavily m debt The origmal 
Urdschaften were compulsory associations of all large landowners within a provmoe ; 
oil their estates, whether they wished to borrow or not, being compulsorily included m 
the guarantee of the bonds of the Associations for that provmce. The object was to 
obtain for their members the credit they might require for land improvement by means 
of bonds guaranteed collectively by the landowners of the province loans bemg guaranteed 
only with the consent of a directorate elected by the members. There are now 25 of these 
institutions in Germany. The bonds are not secured by specific mortgage diarges, but 
by the total of the mortgage charges of the particular Association, supplemented by reserve 
and sinlting fund payments. In most cases the Associations are now guarmteed only 
by the properties upon which the advances have been made. Formerly bonds were 
secured W mortgage upon specific lands, with the Associations concurrent guarantee, 
but gradually the' plan has been adopted under which bonds merely represent claims upon 
the Association, based on mortgage claims of a corresponding sum, so that a bond-holder 
lias no right against particular lands, but only a right to recover from the Association. 
Care, of course, is taken that the bonds in circulation are coveted by existing mortgages, 
and that each bond is in conformity with a mortgage claim. 


Constitution and ojreraticrn oJ the Landechajten. 

839 These organisations seek no profit, and, save in two cases, have no share capital 
and therefore pay no dividends, any profits going to reduce 

they resemble on a larger scale the ordmary Co-operative. Credit booieties , 
was' from the Landschaften, the originals of all land banlcs, that 

of co-operative credit. They are associations of boirovvers with collective grants' 
whereas the ordinary .Toint Stock Mortgage Banks 

they create a security which is reahsable at any time, they fai surpass “ 
purposes of rural credit any system of mdividual mortgage security. ^ 

Ldency, we note, to substitute for unlimited liabihty a limited guarai tee “ land 

or a guarantee consisting of the special reserve funds^ ^e M . i 

valuation and registration in Germany greatly assists this change to “ 8™ ’. 

but in some of the oldest organisations the collective guarantee is still in force. 

State Control and supervision oj the Landschaften. 

840. The Mclrajten have a semi-official character. Their bus^ 
and mspected by the State through a Boyal Commissioner ; smervisillg 

entrusted in the first instance to the Governor of the prqviji , o- .. They have 
authority being the Minister responsible lor agrioultuial ®X™wer to adnunistel 

the important privilege of proceeding, in case of non-payment y > 


• J-* 1 . ,^'ij of the Snyovcn^^ 

•See Report on Agricultural Credit and Co-^aUon mGmm^^ AjiricuUural Credit 

Co-operative Credit Systems {Rome, 1913), pp. 39-46 ■, Prehm%n^y p , . Banks (Madras), 1895, 

t« Emope (U.S.A. Senate Doenment 967), pp. 16-32 ; Import <m pp. 50-66. 

pp. 48-121 ; Monographs on AgriouUuml Co-operation in Yemous Counlnes (Rome), UU. PP- 
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or sell by auction the mortgaged lands without having recourse to the ordinary eivji >. i 
cedure in the law courts. The leading officials are elected by the naemberB I 
Association ; but the appointment must be confirmed by the Ch-own or bv the Mini^ ^ 
of Agriculture. " Public control is also effectively exercised by the necessity for ap^ 
by the Crown and the Minister of Agriculture _m Prussia— in other States the MSteu I 
whom, the charge of agricultural affairs is assigned of any alterations in the articles nf i 
association, in methods of valuation, and in liusiness regulations.’ The officiala oftL, I 
Association usually have authority to sign ceitain public documents, and have a statu * 
similar to that of those employed by the Pro\fincial authorities. 

The Associations vary much in constitution, but each has a Ueneral Assentlr 
and Select Committee, both being elected bodies, The business is cariied on under th'. 
control of these bodies, and under the supervision of the .Royal Commissioner, by a Board 
consisting of a Director-General, members representing different districts, and non-vo% I 
legal members, termed “ Syndics,” who are permanent paid (dtieials, and carry throuj ' 
all legal formalities connected with the work of the Association. There are also local 
Directors for the various divisions of the area of the Association, and District Coimnitteej 
by which Councillors are elected to assist^ in the valuation _ of properties and in tke 
supervision of mortgaged land. Four of the five old-establishe-ci Landschajten have an 
entirely decentralised administration ; while two Associations in Hanover issue tlieit 
loans in cash instead of bonds. Eight Prussian Associations are affiliated to a Central . 
Association which was established in 1873 in order to open a wider' market for thebondi ^ 
of the provincial Associations ; this central body seems, hovvover, not to have met wtil ‘ 
the success hoped for, owing mainly to the unwillingness of the jorovincial Association 1 
to relinquish any of their independence, and to the fact that the market for the bonds'id 1 
these Associations has always been chiefly provincial. ' [ 


The 'procedure of Landschap-en in the mahmg of loans. 


841 . A landowner becomes a member of an Association when ho burrows hom it on 
the security of his property, and he ceases to be a member wheir tire mortgage has been 
redeemed. The lAindschaft cannot refuse to lend to a landowner who fulfils the ecu- 
ditions of the articles of association, and must, if asked, give a loan to the amount to which ■. 
the valuation of the borrower entitles him; the object on which the loan is expended ^ 
doe.s not concern the Association. The Association undertakes at cost price any enquiries : 
necessary on behalf of an applicant, and should a loan be sought for beyond the proportion 
usually wanted without a special valuation, the Association will cari.'y out the valuation 
(as a rule, at the borrower’s expense). The scale of charges is i)). some cases calculated 
on the basis of the land tax, while in other cases no charge is made for valuation expenses, 
these being met out of a general compensation fun,d, raised by a charge of one-sixth pei' cent, 
per annum to the borrower. Some Associations charge an entrance fee, fixed according 
to different standards. Payments towards cost of administration are also made by 
borrowers, tlmse payments varying much in amount and method of calculation ; usual 
charges are from one-tenth to one -quarter per cent, per annum on the loan. 

The borrower receives, save in a few Associations, payment in bonds, instead of 
cash ; he can sell these in the market, or offer them to a Loan Bank (where the Association 
has established these imtitutions), which sells them or lends him money upon their securiri 
BoiTowers can select their own rate of interest. The rates usually open to them vary 
from 3 to 4| pe.r cent. ; the rate is generally from \ to 1 per cent, higher.' than that paid 
by the ^ndschaft to its creditors. The most general rate is 3i- per cent. The lowertbe 
rate of interest, the smaller, of course, the sum the borrower obtains by selling the bond; 

/ interest and sinking fund instalments calculated upon tbe nominal amount 

of the loan, even though the market price of the bond be much below par. He can repay 
the advance boiTowed by repurchasing bonds and returning them to the Association, 
it he sells when the bonds are above par, since he need only repay the nominal value, be 
gams the profit of both discount and premium. Naturally the Associations themselves 
buy m their own bonds at a low price when possible. 

We have pointed out ^ the hardships to which Irish farmers are often subjected 
by the unexpected calling in of mortgage advances, sometimes without the lender’s know- 
e ge. A most useful feature of the Landschaften, in view of the special characteristtes 

* Report on Agncidlural Credit and Co-operation ia Germany, p. 6. 
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Viiltui-al credit, is the fact that their loans are not, as a rule, subject to recall, pro- 
“S^f +he farmer fulfils his obligations; while he, on the other hand, is entitled to repay 
^ *lvance on giving notice. But if a borrower allows his property to decrease in value 
1 ® iffh defective farming methods, neglect to insure buildings, etc., the whole or part 
Tploan may be recaUed. Usually 5 per cent, is charged upon arrears in payment, a 
1 flulter not being at once proceeded against for recovery of the loan under the summary 
wers of compulsory administration and sale possessed by the Association. 


Limits of Adva>ic€s made by the Landschaften. 

842 Most of the Mortgage Credit Associations of Prussia now lend up to two-thirds 
the valuation of the property of the borrower upon first mortgage, but outside Prussia 
the limit is usuallv one-half. The chief basis of valuation for loan purposes is the land 
tax assessment, or else a special assessment by the Association, which takes into account 
the actual yield of the property. The increase in the value of arable land, since the assess- 
ment for the land tax, being very considerable, the Landschaften now add a certain percent- 
jioe to the multiple of the net yield above referred to, when the oumer of such land applies 
for a loan, so as to enable larger credit to he given. These additions vary from 5 to 50 
per cent. 

The grounds considered by the Brandenburg Credit Institute as justifying the 
granting oi this extended credit to farmers in certain cases are worth quoting here, as 
showing the care taken in this form of rural credit to make the funds advanced an en- 
couragement to improved farming by the borrower. “ (1) Exceptionally convenient 
situation (e a , near railway, etc.) or with good adjacent markets ; (2) advantageous con- 
solidation of the property ; (3) well situated and well-built dwelling and farm huildmgs ; 
(4) exceptionally good proportion of meadow and pasture lands ; (5) permanent facilities 
lor procuring copious supply of natural manures elsewhere than on the estate ; (6) proper 
di'ainage system ; (7) essential improvements or transformation effected in the faim and 
in farming operations since the assessment for land tax (this assessment dates hack about 
.50 years). * 

Repayments on sinking fund principle. 

843 The rules as to payment of sinking fund instalments differ much in various 
Associations. The amortisation principle was not in force until 1821, and has in several 
Associations been abandoned for a time, and subsequently re-adopted. Usually the 
. ^ir'Vin pr fund contributions are placed in a special fund, and not applied to the immediate 
reduction of the borrower’s debt. Most Associations permit a borrower to withdraw the 
iiccmnulated contributions, or they grant fresh mortgages equal to a fixed poportion of a 
cancelled mortgage, the idea being to prevent the borrower looking elsewhere for credit, 
probably on less favourable terms. These methods, of course, prevent the removal of 
indebtedness, and various remedies have been .suggested. Some authorities heheve that 
the object of the Government in instituting sinking funds in the earliest Association.s was 
merely to increase the security of the bonds by creating a sort of reserve, not to lessen the 
debt of the boiTowers. The minimum annual amortisation payment usually vanes from 
i to t- per cent., but a borrower can covenant for la-rger anmial payments, and can, on 
•giving due notice, make further contributions or repay the entire advance. 


The comparative failure op the 1.andschapten to reach the smallest Landholders. 

844 The question of the extent to which the Landschaften succeed in lending to the 
smaUer classes of farmer is one of special interest and importance when considering the 
desirability of introducing the system mto Ireland. Only ownem of large propei ties m 
Germany, were, as we have seen, originally admitted to membership. Later on smal^r 
owners were admitted to some Associations or to special organisations estabbshed for them. 
But it is still necessary that a member should possess property of a minimum net } leld, as 
assessed for land tax, or a fixed minimum valuation. The minimum net 
fixed at various figures, and has been considerably lowered of late years. It 
at £2 10s., £3, £3 15s., £4 10s., etc., accordmg to the Association; -while m bilesia it is 
as low as 15s. Properties of the minim um value of £75 are eligible for loans under th e 

• Refort on AgrioiUural Credit and Co-opercUim in Oermaii)/, p. 12. 
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East Prussian Association, while the minimum of the West Prussian Association has bw„ 
reduced from £220 to £150, and that of the Posen Association from £750 to £150. ^ 
Wiiitemberg Credit Association, which lends up to half the value of the property, reduJ 
its minimum loans in 1902 to £15, while the Bavarian Agncultural Bank, which lends ak 
up to half the value of the property, has a minimum loan of £25. The available figures* 
giving the classifications by area of the holdings upon which loans were advanced tv 
certain of these Associations show that a considerable proportion of small ownera were 
enabled to take advantage of credit facihties provided. 1 hus the New Brandenburg Cteijjj 
Institute, intended mainly for small holders, had, in the year 1910, 10,345 loans outstanding 
amounting to over £7,000,000. These were classified as follows ^ 


Number of Properties 
lent upon. 


Total Value 
of Loans, 



Under 12i 
12-J and under 50 
50 „ 125 
125 „ 1871 
187i „ 250 
250 and over 


It would appear, therefore, that 37 per cent, of the transactions, and 18 percent | 
of the value of the advances affected holdings under 50 acres in size. The average loan ! 
made on the security of these smaller holdings was £333, the average loan for all sizes of ■ 
holding being £691 . (The estimated average amount of charge placed on each registered 
holding in Ireland charged during certain months of 1912 tvas £277, while £215 was Hie 
estimated average amount of charge at each transaction.) Tiie average loan advanced 
by the Credit Association of Wiirtemberg (a country of small lioldei's) on rural piopert)', 
and outstanding in 1911, was £241. 

Efforts of some Landschaften to meet Needs of Smaller Farmers. 

845. The Bavarian Agricultural Bank in 1911 made 2,870 loans on mortgage, of whicli 
7-8 per cent, were of £50 and under; 30-3 per cent, were between £50 and £150; 
the remainder being over £150. More than half of the total loans were made on 
properties not exceeding 25 acres in size. To save the peasants the trouble of going to a 
central office, a Landschajt often sends employees to the villages, giving previous intimatiou 
of their visits. These officials give the farmers infonnatioii gratuitously, and receive 
appUcations for loans. 

It is evident that some of the Landschaften, in recent years especially, have dealt 
to a fair extent with the credit needs of small holders ; but the great majority of the 
advances made, even by the Associations specially intended for the smaller agriculturists, 
amount to at least £250, and many of the loans are from £500 to £1,000 and over. Some 
Association endeavour to assist the small proprietors by lending to a higher percentage 
upon small than upon large farms, and bv including dwellings, farm buildings, and live 
stock in the value of the former. 

The conclusions arrived at by Sir F. A. Nicholson, the gi’ounds for which are set 
forth at length in ffis well-known Report, were that “ the Landschaften, whether old or 
new, vraethn for the oiify or for all classes, are unable to grant small mortgages, 
nnwithstanding their limited area of operations, their numerous agencies, their cheap 
admmistration and absence of dividends, their various piivileges, and the perfection of 
the Prassian land registration system ; in other words, the direct statement of the Grennau 
Minister of Agriculto and of others that land hanks, pure and simple, cannot supply 
funds to the smaU fold is absolutely correct.” f The Government Agricultural Repoits 
referred to were issued m the years 1883-7, and definitely stated that the Landsckaft^h 
though good for fairly weU-to-do persons, had helped the small folk to a very limited 
extent, and iiot, as a rule, reach below farmers who owned " team-requiring ” estates 
(a.e., estates not below 18 acres, and averaging from 34 to 61 acres). In fact, the loans 
granted did not even reach the lower ranks of the " team-requiring ” estate-s. 


*^e Repcni on Ag-riGultural CredU md Co-operation in Gei'tnany, pp. 10-11 
t Report on Land and Agncultural Banks (Madraa), 1896, p. 66. ^ ^ 
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Although ill the thirty yeai-s which have since elapsed some of the Landschujten have 
In extended their dealings in small advances, we believe that, taking the operations 
\nhese institutions as a whole, the above official description is still substantially accurate. 


Summary of Advantages of Landschaften. 

846 It is unnecessary for us to emphasise the obvious advantages of these organisa- 
+i,.ns in meeting the long-term credit requirements of agriculturists. These advantages 
liflve been succinctly set forth as follows by Mr. Cahill : — “ (1) They enable landowners to 
mobilise as it u'ere, their landed possessions by the o-eation of bonds passing into the 
uftiieral system of securities ; instead of only being able, like English landowners, to provide 
a mortgage security of very restricted currency, Clerman landowners have the advantage 
of being able to convert a ‘mortgage charge into a security realisable at any time ui the 
general market. (2) The loans granted are not subject to recall. (3) The rate of interest 
s! as moderate as possible, being as closely as possible related to the prevailing market 
rates for money (4) The bonds being irredeemable by the holder, the rate of interest 
may not be raised. (5) The right is conceded to reduce the debt by payments made at 
the mortgagor’s coiivenieuce. (6) The necessary extinction of the capital deU is 
accomplished giadually. (7) The costs for valuation and other charges are low. (8) ihen 
administration is at once relatively inexpensive and their office-holders liighly quauhed 

To these advantages ive may add the following '.—'the bonds of the. iMitdsckaffen 
permit of a method of safe investment for poor as well as rich ; the Association, 
imlike an ordinary Bank, can never have deposits lying temporarily idle, nor need it fear 
to grant loans for prolonged periods, since the debentures are practn^lly synchronous 
with the loans ; there is no risk of a “ run on the bank ” in case of a panic and investors 
are in a position to obtain their money at will. In view of these characteristics, it is little 
wonder that this tvpe of real credit organisation has attracted so much admiration— the 
invention of these” debentures seems to be a most fruitful and useful conception, and a 
source of wholly undreamed of possibilities.”! , ' ^ 

The fact that both the directors and the local representatives are themselves 
landowners and borrowers ensures that the needs and capacity of the borrower and the 
value of his land are well known— a striking point of resemblance between the Lar\mclmp€n 
and the smaller Credit Societies ; while the knowledge gamed by the farmer as to the exact 
value and propertie.s of his farm must be exceedingly useful. In hardly one of the abo e 

mentioned respects, it nmy safely be said, could the ordmary conmremal bank^^^^ 
institutions of any country meet the farmer s needs to anything approaching the same 
extent. 

Oihp-r jmns of MorUjaqe Credit Instimions in German}^. 

847. We do not think it necessary to consider in any detail the various other form.s 
of real credit organisations found in Germany. Some of the.se concmis do a veg^ large 
Inisinesa in maldng advances to faimei's. Thus the 16 Mortgage ftedit Banks have 
£100,000,000 outstanding in loans, about halt being lent on mortpge secuiity , 1 . ^ 

than obtain iunds by the issue of bonds, but pay loans m cash to boreovvws. Tip, ha e 
done nrach for the medium and small holders, loans so low as £2 10a. being g>™i by one 
Bank, and fl.d by several of them. The rates of interest. Payme^^^^^ 

Memhle those of the Laiidsc/w/teli. There are in addition 87 Joint Stock Moitgage Bank. , 
which ate commercinl concerns, being associations of tenders and ^ “V-,, 

about 6 net cent, of the huge amount outstanding in lops in 1011 (£564,870,000) iva. 
ooncorned with rural estate mortgages. Loans are made, as a rule, ™ “f f . . ' 

The German Savings Banlis are exceedingly impoidant imal 
They had about £170,000,000 invested in rural mortgage m 1910. 
same amount as the IxtndschajUn. Their deposits 

are. above all other organisations, the sources of mortgage crecht for me^ 

famers, especially in Western Germany. Being in the 

they encourage personal touch between lender and bonower. 


* Report ( 


II AqricvUural Credit and Co-operation in Qemany, u. 15- 
» Land and Agrioultmal BanU, 189B (F. A. Nicliolson), p. 97. 
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the procedure proves far simpler than when bonds have to be obtained and marketed anii ' 
other formahties satisfied, as in the case of iMnascnafteH. .Their disadvantages cob^k 
in a higher rate of interest, liability to a rise in the rate or to the recall of the loan ay ' 
Seonaras. 121 -.-. the limited faciUties for reducible mortgages,”* _ We have i-efeiTcd elsewhere to the uL» . 
30 i-s. position of these German Savings Banks as deposit institutions, owing largely to the abseL ' 

of Post Office Savings Banks and of highly-developed joint-stock deposit banks, % 
have also shown how improbable it is that permission would be granted for the funds aI • 
the Post Office uSavings Banks of Great Britain or Ireland to be utilised for rural credit / 
Pai-as. 127-13'). purposes ; while our terms of Reference exclude presumably from our consideration I 
form of State assistance. 

The Credit Fonciei- of Frame ; iU com2mativdy small ■pro’portion of Jwms on 

rural property. i 

848. We do not think it needful to consider in any detail the possibility of applyinB [ 
tire principles of the famous real credit institution of France, the Ch-edit Foncier, to ie • 
treatment of Irish rural credit problems. It is a company limited liy shares, and was f. 
formed by the fusion of several companies by a decree of 1852, -ukich conferred upon 
it the monopoly of- land credit in France ; it is thus virtually a Heal Estate National [ 
Bank, its Statutes have been modified from time to time. 


It was subsequently constituted fora period of 99 years from 1881, and has 84 
bmnches. Its long-term loans are advanced for tem.s of from 1 0 to 75 year’s, in cash or 
in bonds, at the choice of the contracting parties ; usually the>’ are made in cash, uptu 
half the value of the real estate mortgaged (save in tire ease of vineyards and forests, 
where the limit is one-third). Interest at present is at the I’ate of 4 per cent. Some of its 
regulations closely resemble those of the Landschaften. It has undoubtedly done mnch 
for long-term credit, but its operations have been chiefly concerned with mban rather 
than raral property. Thus from the year 1853 to 1911, only 21 per cent, of the total 
loans advanced were on lyiral property, 79 per cent, being on urban property. M. Rmii, 
Minister of Agriculture, in a speech made in Paris in 1909j- pointed out tliaii the advances 
made on the security of niral property by the CrMit Foncier w^ere on the decline, the 
amount having fallen from 35 million francs in 1901 to under 22 millions in If" 


Your Con)mittee ohsei-ve, however, that tiie figures I'ose to almost 32 milon 
fmncs in 1910 and to almost 47 millions in 1911 (comprising 1,856 loans), the latter being 
26 per cent, of the total loan operations of the institution.^ The injury and finance 
loss caused to farmers by the inundations of the year 1910 in Frances appear to have been 
the my,in cause of tMs increase in the rural loans ; but there is no reason to suppose that 
the slight upward movement in these years indicates any permanent feature in the lending 
business of the Credit Foncier, tending to bring it more within the reach of agriculturistg. 
The average rural loan granted in eacli of the five years ended 1911 was £906, £860, £750, 
twenty yeai« ago Sir F. A. Nicholson wrote : ” It is clear 
that the Credit Foncier has not only not reached the small rural properties, but fails to 
do so m an increasing degree. ; ”§ and the woi-ds seem equally true to-day. 

In a book published a few years ago in France|| upon the work of the Credit 
oncier-, the authors aim at proving that this organisation, founded to assist owncis of 
real e.state, and rural owners in particular, has failed in its object. 


law of 1906 authorising long-temi loans to aBrioultural co-opeiative 
bocieties together with the law of 1910 which enabled credit Societies to deal in tag- 
llTs S '/“™tY, have done something in recent years to put long-tem 

toam withm the ^ch of the s'mallei agnculturists, though much yet remains to be doje. 

arrangement® by advances made through the agency oi 
nerme^^^ "'’'“a'' ™ V t^e Regional Bants as if they we« 

of iSTv teJif “osmted, in our opinion, as a solution of the difficulfe 

™ ’“‘J’ altogether from the fact that our term® of Eefewce 

^ treating the problem by financial assistance from the Stak. 


+ tn Oo-orwaUon in c x 

et p, 2,5. 

state edv»„eee „( nZe LXid ““ 
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Question of Introducing J^and Credit Associations into Ireland. 

S49 After a careful consideration of tlie principles of the various real credit 
• f-tutions of the Continent, including those of Austria-Hungary, Belgium, &c., your 
c imittee consider that the tvpe of organisation which might, given certain conditions, 

Qggj. some promise of success in Ireland would be one resembling the Landschaften 
’Tr rmanv We must, however, make clear that, in our opinion, absolutely essential 
'^itihns for the establishment and working in Ireland of a Mortgage Credit Association 
TfViis or indeed any other form, would be a completed system of registration of title of 
land ■ the vesting of full powers of summary procedure in the Association, enabling 
> take action against defaulters without the delay and expense of Ijaw Courts ; and 
1‘nSlv State supervision and control. Each of these conditions existe in Germany, 
aS wthout them we consider the task of creating similar organi.sations m Ireland would 
to foredoomed to failure. 

We observe that Mr. Henrv Wolff, who has had long personal acquaintance 
rift the work of the Landschaften of the Continent, expresses the opimon in a recent 
work that such institutions would not be practicable in the United Kingdom o-wing to 
mir land laws and the trouble connected with establishing a title. . ineir 

«rstem would he quite inappropriate to this country. There is according^ uo need to 
enter fuitte into their organisation.”'' In a previous work, however, Mir Wolff drd not 
close the door so firmly, for he wrote “ I leave it to others to determine whether it would, 
or would not, be advisable to transplant an institution w'hich has rendered such valuable 
seivice abroad into our country. It is a long time since I was told by some landlords 
in Ireland that some such convemeiicc would prove a booii indeed to then own islancl 
And there is mortgaged land in England and Scotland as well. The question o£ title can ’ 

sarcelv arise. For land is mortgaged now. And the .saine security which actiiallj 
satisfies the cautious solicitor of a cautious capitahst is likely also to satisfy a co-operative 
society If there were to be Landschaften created among ourselves, no doubt solicitors 
3d lose but landowners would gain very substantially. And rf '“d « 

iiffiMons could be made sufficiently popular, they might prove a most useful help in the 
creation of that small proprietary which most of us now profess oiiraelves anxious to see 

eHteblished.”t 

SeCESSAEY condition,? foe nSTAllLISHMUNT ,«D SOCCESSFOD WOSKING OfLaNDSOHAFTEN. 

[a] Complete system of Reyistraiion of Title. 

ssn The vital iiimortoiice of a satisfactory system of registration of title as a pre ■ 

"■nt ':Smte;er 

so sueoLfUl in 

(Jenuany, Australia, and elscwheie. discharge of equities in Ireland, s«. i..™. 

From what we have .said when deahng with the di.sonarge o o ^ 

it is dear that under existing couditioas a coiffii era ^ { registration and 

title, to Irish land can show anything approach mg of land in some 

tte facility of verification which have done so much to ma.ke tne ,,ecui y 
other countries so easily negotiable hi the marke ■. 

* Co- 0 ]>eraHoii in AqrmtUurc (1912), pp- 271-3. 

ill Immml ie la Sn-iitS * Siatisliyue <!e Pam. Dcoemljcr, 1900. 3 g 3 
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(&) Powers 0/ Bummaty Procedure. 

861, The necessity for a Mortgage Credit Association oi\ Landschajten lines bei 
given large powers of snmmaiy procedure against defaulter's without the intetventioul 
the Law Courts is, we believe, ‘too often overlooked in the consideration of this questin 
It has been rightly eraphasised by the delegate of the United States to the International 
Institute of Agriculture at Rome,' who, in discussing the suitability of these organisaW 
for the United States, writes “ Substantially, the LatidscJiufi in all this has the pow7 
of final decision vest^ in a supreme court. If no such power can be gi’anted, then it 
would be unsafe to have a Latidschaft in the United States ; in fact, we could not hav 
it, for the purpose of the Landschajt is to secure long-time loans with amortization at 
3, 3^, and 4 per cent., and this interest rate would double or treble itself as soon as donk 
as to the validity of titles and other questions between borrower and lender would k 
considered admissible. The Landschaft in Prussia has no such questions to contend with 
The Lcmdschaft directors foreclose without recourse to law-suits. Their decision is final ”* 

The. difficulties in obtaining necessary legislation conferring these powers would to 
say the least, be serious ; while, assuming that this barrier had been safely negotiated 
there would remain the difficulties associated with the realisation by creditors of land 
security in the case of farmers who might fail to repay their in.ortgage debts. The old 
unhappy history of the Irish land question has greatly accentuated these difficultly ia 
this countrjr, a fact to which reference is made by us when dealing with the extreme reluct- 
ance of Irish Joint Stock Banks to accept sole nrortgage security for advances. Possibly 
this drawback might be somewhat diminrihed when the creditor, as in the case of tke 
Litndschaften, would be an Association composed mainly of farmei-s themselves ; but it 
would still, we believe, be a serious factor in the problenr. ’ 


[c) State Supervision of Mortgage Credit institutions. 

\ tile supemaioii of the operation, s of any Moi-toMf 

S **'e ™ Relieve that such supervision iiid r^on- 

the evidence an'angements were made would becssseiaif 

We have a?™?v S ™ '“h land were to be won. 

over tw A ^ mdicated the measures of control exercised in Germany bv the Stale 
authori^ the Governors of the Provinces, under the final supervising 

lie Mmster mthm whose junsdiction the agricultural affairs of the Province 

Government tW this system by the Pimijn 

makes them saleaf le r value they have in the open market and which 

have to be dr uhlfd n r- ' tl a r. slump m price at once, and the interest would 

.at iVfor a borSl I" .such bonds would notsdl 

in that district mav market, subject to the law of a certain district administered 

liquid ■ it cannot lie 1™'***^ value. Such a bond would not be 

uqmc. , t carinot be liquid, and to attempt to make it so would but invite rrdn.”t 

has ia™l oias bleiTSe’^^di ^ ““ey countries. “The State 

favouring iegisiation as in th ’ either by direct fiat as in the Landschaftm ; by 

Iff “sS\he S “ V direct organisation, li 

in the case of the State pewers of supervision, varying from direct management 

of the Crddit Foncier to that’of**^ from large controlling and directive powers in the case 
in Italy, with arStermerlkt f ®«Pe™mn, and the receipt of retard and reports, at 
, Officer appointed ad hx.”% ®i'Pec™mm and even control by means of a State 

the land legislatio/of^^e ® result of 

time to come be viituaUv^tbe that the State will for a considerable 

.supervision shoffid i* “eatable that State 


ViZ »/«— Crem,r agnate Decument No. 123;T7' 

j Sef„t on land ani Agnioullwai Smb (M.di.a), 1895, p. 120. 
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In spite of the growing extent to whicli the German Landschafi&ii have modified 
their methods by decentralization and othenviae so as to include the smaller .farmer-s, we 
consider that the available information, some of which we have already quoted, proves 
that these Associations cannot as yet be considered agencies entirely suitable for the smallest 
classes of agriculturist.s, admirable as they are for the medium and larger farmers. This 
is a consideration which must be given due weight in its bearing_ upon Irish rural credit 

uroblems problems which, as we have seen, are chiefly concerned with the financial position 

of the sntall tenant-purchaser, rather than of the larger landowners.. 


Present Long-ter.m Credit Faculties in Ireland. 


853. From our examination of the aid given by State advances and grants to Irish 
farmers, it is clear that much has been, and is being done in this way, especially for the 
long-term credit needs of the newer holders. The care taken to select suitable persons, 
possessed of some capital, as migrants or as holders of enlarged estates, both by the Estates 
Commissioners and by the Congested Districts Board in their land .settlement operations, 
has also considerably diminished — but not reinoved — the pressure of the problem as to 
an adequate and safe supply of credit and capital in these cases. The Land Loan system 
of the Board of Works, useful in many respects, has — with the exception of the farm paras. 650 coi. 
building scheme — not shown itself in recent years adapted to the needs of the smaller 
farmers in search of long-term loans for the improvement of their land or sirnilar purposes. 

Difficulties as to proof of title, initial expenses, and the comparatively high minimum 

limits to the loans have combined, as we have shown, to prevent this vsystem being utilised 

by farmers to any considerable extent. (Some of the Congested Districts Board loan 706. 

schemes have similarly suffered much through difficulties of title). The Joint Stock 

Banks are admittedly more adapted in their methods for the requirements of the larger 

and medium farmer's', although they have of late done much to reach the smaller men ; 

but they, cannot from the very nature of their banking methods deal to any extent in pavas. 51-63. 

long-term loans to any farmer, whether of the large or small class. 


Need for credit facilities amon.g tenants and among landholders who have 'purchased 
direct. 


854. Our investigations in regard to long-term credit in Ireland have led us to the 
conclusion that there is often much more real need for credit faciliti^ amongst the many 
BDiall farmers who have not yet obtained the ownership of their land, or who have done 
so by direct sale between landlord and tenant, than among those who have been settled 
upon their new or enlarged holdings under the super-vision of the State Department 
concei-Jied, and who have obtained loans or grants for land or house impi'ovem.ent or for 
the stocking of their holdings. The increased energy_ usually shown by those who have 
recently become owners of their land, and their desire to strengthen their positron, 
uaturallv tend to place them at a further advantage as compared with those who have not 
the incentive of ownership to stimulate them. We do not propose to touch upon the 
much-debated que.stion of the relative merits of owner-ship versus tenancy ot_ the soil ; 
in Ireland, at any rate, there is no difficulty in deciding as to which system, in view ot 
past history, is the better adapted to the country’s condition, or is the mom desired by the 
farmers themselves. The striking contrast between the general position and outlook 
upon life of tenants who have purchased their land and of^those who have not yet 
done so was frequently referred to by witnesses at our Inquiry.- 


* The following gloomy prophecies in regard to small owners in Ireland are contoned m an arfade by h 
Right Hon. M. Lon^eld, late Judge of the Landed Estates Court m Irdand, on 
h^nd” ; CohdenCl^ Essays(lS10). “ It has been supposed by many that a beneficial change might 
duced in the concUtion of Ireland by creating and keeping up a large body of j 

uot enter into much discussion respecting the utility of such proprietors, because 

f.i,am or>^ ^nvnoasiblft to keen them un m such a country as Ireland.__ When the^ liave long 


difiicuit to create them, and impossible to keep them up iu — - — r " ,... • it. 

•rated they may continue foi alittle longer and be auBtained by babite and feelings 
But sueb hibitB and feelings oannot be created by any law and they are ““"“f 

oiltiBhmen. . . . Ingenetaltheptoprietotwouldnotmsh toremamapeasa.it. . . . He oaye^ 

a mote uhproStable use of his estate than by occupy^ it himself as a 

take a peasant of forty years ot age and make him suddenly a proprietor, although y ^ 

readily b^stake himself to any other pursuit. But his sons will not remain on that farm. (pp. 28 I87t> 

Edition). 
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Inter-reUio-m of ntorUjage ami. jtermnd miH. 

K56 Tlie close coBAectioii which exists between long-tenii raurtgage credit 
short-term personal credit is not always i'«=»g™ed It is eonyement to treat ,t 
them separaW, as we have done in our Eepoid ; but their mtei -relation should not 1* 
thereby overlooked. Although Credit Societies in giving loans to their members do so 
nominally on personal security, there is in such oasffi an implicit estimate of the assets 
of the borrower and of his sureties in the event of his failing to repay in due course, h 
is therefore clear that if the land of a country be niorteaged to such an extent as to lem. 
httle margin of indirect guarantee for personal credit, the operations of co-operative credit 
Societies wonld be materially affected m several directions. It woiikl, for instance, be 
mucli more difficidt- for small borrowers, whose land is mort.ga,ged_, to obtain sureties wtea 
seeldng loans, and thus the reproductive circulation ot a bociety s capital would be 

amumhhed.^r^^ again, would naturally be much more reluctant to entrust their saving, 
to a Credit Socikv, whether on the unlimited or limited principle, the bulk of whose membeis 
were knoivn to have a burden of mortgage debt upon their holdings. The importance 
of this relation between personal and mortgage credit was, we note, dwelt upon by tie 
General Federation of Agricultural Co-operative Societies of Austria in their Memoranflum* 
to the Ministry of Agriculture upon the Government Bill for the Dismortgaging of Rural 
Laud submitted for their opinion in 1910. This Memorandum points out that “ already, 
in many countries, ior some time attempts have been in process to substitute the system 
of personal credit in part for that of credit on mortgage, completing the latter by more 
extensive organization of personal credit which is generally less dangerous for agriculture.” 
With this preference for a development of personal credit, as against mortgage 
credit, where such course is feasible, your Committee are in full agreement. 


Reasons in present rural economy of Ireland for (liscourayement oj MorUjmfinij. 

856. The widespread reluctance of the new proprietors in some districts in Ireland ' 
SifiiMii.s.dTs. to mortgage their farms is, in our opinion, a very favourable feature of the new rural • 
economy now being created, and one which if it was universal would promise well for tie 
avoidance of the dangers of over -indebtedness. We cannot estimate how far, if at all, . 
the objection to burdening their land would affect the general attitude of the new holders, ; 
as a class, towards a Land Mortgage Credit Association, if such were to be proposed, even ■ 
allowing for the fact that the principle of a long-term Landschaff. mortgage based on the : 
united security of the land of all the members, and repayable in small .sinking fund instal- 
inente, is very different from that of an ordinary mortgage founded on the definite assign- 
ment of a certain bolding. 

Your Committee believe, on the whole, that the history and exceptional circim- 
stances of land tenure and legislation in Ireland, and the promising solution of tie 
agrarian problem which is now proceeding as a result of the Purchase Acts, furnish a strong 
argument against the introduction in the near future of any extensive scheme of land 
mortgage credit, even assuming that the necessary preliminary foundation, s for such a 
scheme had been laid. 


Necessity of making most of the soil by work rather than by borroiuing. 

857. We are convinced that, generally speaking, the attention of the new holder 
should be cliawn away from, rather than in the direction of mortgaging tlieir land, and 
• that theii- thoughts should be concentrated upon making the most of the soil by honest 
effort, rather than upon the pledging of their holdings tor the supply of capital, bveu 
if a loan of £200 were available for a fanner for, say, the purcha.se of live stock, iti‘: 
I’lirn. T.v>.. probable that in most case.s it would be more prudent, and in the borrower’s own truest 

interest, that an advance of £50 a year for four consecutive year.s should be made, ratler 

* Opimon of the Oeneral Federation of AgricuUmil Co-operative Societies of Austria comiuuuicated to the 1 
Minister of Agncnltiire upon the Bill for Dismorlgagimi or the Mannei' of Granting Mortgage Loans to iheofna^ 
(snmmai’ised in Bulklin of Bureau of Bconomic and Social Intelligence, Rome, 
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an immediate advance of £200, thus helping to iiupiess upon him the value of thrift, 
how brat to use his limited capital. Few of the small farmers, especially those 
■ ™ted from uneconomic holdings, could, we consider, be wisely entrusted with compaia- 
krae amounts of ready capital : but even where there would be little or no risk, 
consider that the balance of advantage distinctly lies on the side of several loans of 
""'’dpiate amount That habits of thrift rather than of bonowing are best inculcated in 
the earlv stages of the growth of a peasant proprietary is a sound view strongly supported 
bv^ several competent witnesses at our Inquiry. 


Pmiiility of a Morli/aye Credit Associaiion emntually becoming desirable in Ireland. 

S58 The facilities which could be afforded by an extended and improved system 
( Co onerative Credit Societies for loans for current expenditure, supplemented by long- 
? rm loLs under the Board of Works’ Land Loan system and by a further ^^ebp- 
S of the lendiiK^ schemes of the Department of Agriculture and Congested Districts 
should in most instauceis suffice for the reasonable credit requiremente oi the 
iarv small or medium fanner. But unless the Regulations govermng the Board of 
Works’ Land Loan schemes can be altered so as to meet more widdy the long-term credit 
needs of the smaller fanners, in the directions suggested m our Report, we believe t^at ^ 
the Question of establishing some real credit organisation on the lines of the iMndschaften o 
will^bably come up ktec ou for further consideration, especially as the prpgiess of 
TOistiation of titles and the, discharge of equities will gradually dimimsh the 
i?at least one direotion. But no such experiment, we think, is called lot until the fullest 
masible test has been given to the various recommendatlon.s contained m our Keport m 
favour of niodiflcations and improvements in the existing sources of long-term credit 
for the Irish farmer, and the wider development of personal credit facilities for farmers 
through Co-operative Credit Societies. 


n paras. titlO- 


CONCLUSIONS IN REGARD TO MORTGAGE CREDIT. 


859. Our conclusions upon the subject of Mortgage or Loiig-tenli Credit may be 
siunmarised as follows : — 


uiaiiocu. no • 

la) mile the precise facts as to the extent and effect of mortgaging of land arc p„s,. 760-80, 
luJl rat^tein’: aid while the rebtive indebtedness of ^ 

and large farmers has been at times exaggerated, t ere is n . ■ s small holders 
of a heavy buiden of mortgage indebtedness m most, if not all. countries of small holdeis. 


(i>) The tendency of a peasant proprietary to incur undue indebtedn^s c^tes 
a real danger from which the new tenant-piirchaseis m Ireland should be, as lar . 


rjujus, eaiegutnucLi. 

( 0 ) At the same time the desirability must be recognised of enabling farmers ^ suitable 
taJ to obtain, without undue difaculty, advances upon the o^ly security which they 
are in a position to offer for long-term loans. i.e., that of then. land. 

the Sa^iZ«-^ 

Ml discharge of equities calls urgently, therefore, for careful consideration. 


M Approximate estimates sufadently prove that a large ™Zd°VZhtZShl ’ 
takes ilaoe in Ireland. The amiual total charge pW ,Salid but hal 

Land Lchase Acts bears a fairly constant relation to the ZotnZ 

iwently slightly risen. A large proportion of mortgaging transactions concern holcl g 

under 30 acres in extent. 


uer du acres in extern. • * j i 

, (f) Combining the estimates for the ‘"Zof otlK”^ “enZjZd 

land, and allowing for transactions where the de_ astimste that the net rural 

and also tor the Innual releases of mortgag^, it is safe to es Wte tiiat 
indebtedness of Ireland is increasing annually by about i. 1 ,000,00 >. , 
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Paras. 81S-22. 


Paras. 826-i). 


Paraa. 830-2. 


Para. 834. 


Paras. 823-4. 


I’sira. 


8iiB. 


DEPARTMENTAL COMMITTEE ON AGRICULTERAL CREDIT JN IREIAND. 

(o) The limitation upon the power of mortgaging imposed by Section 54 (3) of tte 
Land Act of 1903, although complained of by some witnesses as unduly handicappimr 
a faimei-in obtaining capital upon the security of his land, seenrs on the whole a desirable 
provision against indebtedness, especially as the Land (commission have power to allow 
the limit to be extended in approved cases. 




(h) It is extremely regrettable, in our view, that judgment mortgages shouldbe 
treated as outside the scope of the statutorj^ limitation iipon mortgaging eoutaiuedin 
the Act of 1903. By simple collusion between a debtor and creditor, the wise intentions 
of the legislature can be entirely nullified. 

(il The Irish Joint Stock Banks ai-e, for various causes, reluctant to lend on mortgage 
seciuity alone, or for long terms ; this is an inevitable consequence of the constitution and 
banking methods of these commercial concerns in all countries. 

(j) The practice amongst certain solicitor in Ireland of engaging in moneylencliiig 
to faimers on mortgage security, on behalf of clients, is^ associated with grave abuses, one 
of the most serious of which is the unexpected calling in of a inortgage by the solicitor, 
often without the authority of the lender, thus compelling the unfortunate farmer to incur 
the expense of a fresh mortgage. 

(fc) The rate of interest upon mortgages seems to be, as a rule, reasonable, and to 
average 5 or 6 per cent, though sometimes the rate is mucli higher. The absence of an 
easy amortisation method of repayment, however, on the Lcmdschaften principle, U a 
serious drawback. 


(1) Although the Continental Long-term Credit Institutions of the LandscMften tj-pe 
have done much for rural credit, they are not in a position, as a rule, to meet on any 
considerable scale the needs of the smallest class of landhoiders. A complete system of 
registration of title, powers of summary procedure, and strict State supervision are 
essentials to their success. On the ^vhole, the prospect of successfully establishing siid 
an institution in Ireland in the near future appeal’s small. If, ho\ve\’^er, it he found 
impossible for the Land Loan system of the Board of Worlcs to ire so revised as to bring 
it easily within the reach of the smaller classes of farmer, the (|uestion of establisliing 
in Ireland a Ijand Credit Institution of some suitable type may latei’ on become a pressing 
one. 


(m) The attention of the new holders should, we believe, be (-oncentrated ratker 
upon making the most of their land by honest work, even with limited capital, than upon 
the pledging of it for the supply of funds. Advances of long-tcmr loans of any considerable 
amount should, where possible, be made in annual instalment" spread over a few years 
rather jt, ban in a single sum ; habits of thrift rather than of borrowing aie vital for 
the success of a peasant proprietary, especially in its earliei’ stages. The past agrarian 
history of Ireland and the land settlement now proceeding also'pnint to the desirability 
of discouraging mortgage transactions. 

(a) Tlie development and extension of the agricultura) loan schoiues of the Board of 
Works, the Department of Agriculture, and the Conge.sted Districts Boar-d, combined 
Avith the agency of Co-operative Credit Societies for the shorter tei m loans required, should, 
in our opinion, prove sufficient in the great majority of cases for those credit requirements 
of the Irish farmer wliich are not met by the Joint Stoclc Banks. The full (levelo]}ment 
of these various sources of credit should, be thoroughly tested before any experiment 
based on Continental Land Mortgage Credit organisations be attempted in Ireland. 
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Concluding Remarks. 

sflO As we haye inserted at the end of each Section of our Report a Summary 
t niir conclusions and recommendations in regard to the particular branch of 
"LStural credit dealt with, we do not think it necessary to attempt to give here 
rif>Tieral Summary of such conclusions. _ • o 

riiir main findings will he found set forth in a convenient form in the Prefatory 
„ t ,o oZ ESt (see Dp. 2-4). At the end of that Note has been placed an 
IriK to the varwus kmmaries of Conclusions found in the Report. 


We desire to place on record our deep sense of the highly 
a- u Zcretarv Mr H G Smith LL.D., has rendered to us during the pro- 
eZorouflnqZy In addition to the labour of keeping the Commit^ properiy 
gress of our inq I y required, and the very material assistance which 

sapphed with the evidence ™ Vport, he has obtained for us much valuable 

SZ®tZn'i tS"in°^:^^^^^ and has expended much time 

ability with which he has 

discharged the duties of Secretary. 

"We have the honour to be, 

Sit, 

Your obedient servants, 


G. MDRNAGHAN,* Chrm-man. 
EOBT. ANDERSON. t 
W. E. BAILEY. 

C. E. BASTABLE.* 

T. A. FINLAY.t 
T. P. GILL, 

WALTER KAVANAGH.§ 

R. KYLE KNOX.II 


HERBERT G. SMITH, 

Secretary. 


Dublin ; 

Dated this 9th day of April, 1914. 


• Subject to Note on pp. 376-8. 
t Subject to Note on p. 3™- 
t Subject to Note on pp. 37^3W. 
S Subject to Note on pp. 383-o. 

II Subject to Note on p. 386. 
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NOTE BY THE CHAIRMAN AND PROFESSOR BASTABLE. 


pp. 119-276. 


T. Porter, 4412. 

T. O’Herlihy. 
3902-3995. 

pp. 236-254. 


Out views on the varied and complex problems of agricultural credit are expressed I 
in the body of the Report, which sets forth the conclusions that we, in common with (nj ’ 
colleagues, have reached, 

There is, however, one recommendation not contained in the Report, ivhich • 
appears to us highly important for the speedy and effective development of the system • 
of organized credit, viz., the provision of a guarantee— carefully guarded and limite^_ ^ 
for the security of the deposits entrusted to Credit Societies. ; 

It is hardly necessary to insist on the fact, so amply confii'med by experience, tkt ’ 
the principal source of the fund from which the loans required by the members of Credit I 
Societies will be supplied is — and can only be — the sums placed on deposit in those [ 
Societies. j" 

The function of the Credit Society, lilce that of the commercial bank, is to act as the » 
intermediary between those who want to bon'ow in order to increase their capital and those ' 
who have money which they are not able to utilize. All the apc>stles of co-operative credit 
have recognised this, and they have also seen that the promotion or tlmift was quite as ? 
important as the supply of loans for productive purposes. If the Agricultural Credit ^ 
Societies of Ireland are to be a permanent element in the economic organization of tie I 
country, they will have to secure the confidence of depositors holding sufficient wealth ! 
to meet the greater part of the demand by their members for loans. 1 

We feel strongly that it is in respect to this vital point that the recommendations of • 
our Report are likely to fail in producing the effect desired. Regulations respecting . 
the liability of members, and provisions for thorough and complete inspection and audit 
are extremely valuable in protecting the Societies against mismanagement or fraud. The ^ 
supervision by trained inspector, together with the duty of preparing adequate statements 
of accounts is certain to raise the standard of the officials of the Societies, and also to difiuse 
information respecting the true principles of agricultural credit, wffiicli will facilitate the 
extension of the system into new districts. We further recognize that the Department 
of Agricultui-e and Technical Instruction is by its organization and pre-existing duties 
peculiarly fitted to carry out this work. 


But while we maintain the superiority of the arrangements ].'ecommendecl in the 
Report over those at present in existence, we cannot avoid the conclusion that the machiueiy 
of Inspection and Audit is not of itself sufficient ; there must be sojuething more to ensnie 
an adequate development of the deposits that are the essential condition of success. Oui' 
study of the history of the co-operative credit movement in Ireland, aird the evidence 
presented to us as to the actual state of the Societies, appears decisive on this poiut. 

Without entering on the field covered by the Section of our Report (“ The Co- 
operative Credit Movement in Ireland ”), we may note that deposits have formed the 
chief part of the loan fund of only a Hmited number of Credit Societies, In many cases 
no deposits^ were invited ; in others the depositors were few and the amounts small. In 
^me rare instances, nearly always traceable to the energy and zeal of an exceptional 
President or Secretaiy, the proper condition of having deposits sufficient to meet the 
ordinary calls of borrowers has been attained ; but such cases only serve to emphasize 
the general existence of a very different state of things. In spite of the immense amount 
of zea and organizing ability devoted by Sir H. Plunkett aiid bis associates to the task 
of building up a system of co-operative credit, the results, so far as the deposit side is 
concerned, have been of the most meagre kind. 


_ This failure we cannot help thinking, been in some degree due to the policy of 
assisting the Credit Societies by loans from funds at the disposal of the Department of 
Agriculture and Technical Instruction and the Congested Districts Board. Societies 

for loans than the advances Bad. 

by either of these State Depai-tments. No effort was made to attract deposits, nor 
any arrangement concluded with a Joint Stock Bank for an overdraft. In some cases 
Department or Congested Districts Board remained in part inti, 
for V Society was merely an mstiamea} 

™ difficulties to which this policy has M 

MoveSLTt State funds to the Co-opLtivc Crriit 

Movement ), and the cessation of such advances is there recommended. 
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■Rut tliousli the particular method employed has been shown by experience to be 
nt^^rable we hold that its use indicates the need of assistance for the estabhshment 
Credit Societies in the peculiar economic conditions of Ireland. The method of. 

° aiantee should, we think, take the place of the unsatisfactory one of adyances. 

The early staeeB of a Credit Society ate beset with difficulties. It has to face the 
„,s™dices of oeople who dislflte anything in the nature of an mnoyatron as well as the 
Sity of those who think that their own interests may he in]ujrously affected. It can 
win confidence hy degrees, while its operations ate hampered hy lack of the necessary 
S In trying to obtain funds on deposit it finds that it has to compote, not so nrach 
Sa the Joint Stock Banks, whose deposits come from a difierent class, as with the Post 
nffice Sayings Banks, which offer the great attractions of (o) secrecy ; (6) a State guarmtee ; 

(c) thJ®steady rate of 2i per cent, interest. Under the plan recommended m our 
Snort the Credit Society will giye a somewhat ffigher rate of interest 3i per cent. , but 
in the other respects ahoye-mentioned the Society is at a decided disadyantage. To 
the small depositor, especially, security is and ought to he the most important point for 
consideratiom Eyen a considerably higher yield will not compensate for a moderate 
iucrease in risk. 

We therefore urge as strongly as we can the desirability of supplying, tteoiigh the 
yr rtf fiia T>pnartment of Agiicultut© and Tecbmcal Instruction, a guarantee for the 
Slf in the case of all Societies that fulfil the necessary 

Mnditions We suggest that this guarantee should take the form of proyrdii^ t?' vv? 
ease of a defaulting Society any debt due to the smaller dgiositors, after the habihty of 
he memhe?™had been enLusted, should be met by the Department The guarantee 
should apply only to individual deposits not exceeding £30 m amoimt, Moreoyei, the 
Sof OTainteed deposits should be determined in the case of each Society with reference 
to the requirements of the area in which the Society caiTies on its operation. With 
these safeVids the chance of loss to the Department woidd, we feel confident, be so simll 
as to be imppreciable ; but the confidence given to intending depositors would be of con- 
siderable value to the Societies that came under this system of guarantee The Commttee 
and offloials of a Society would he in a position to invite deposits, while then admunstration 
would be kept up to the due standard by the guidance of the experts m charge of the work 
of inspectiori. and audit. 

In support of our recommendation we may refer to the views of the niany ™tnestes 
who nressS on us the need of some efiective guarantee for the security of deposits. The 
PrasSent of one of the few Societies that has been sttooessful in getting deposits ™ very ^ 
™nhatio in his assertion of the general principle. There can be no doubt that the want 
of r Mgher security than that ofiered by the local Society has been a potent influence m 
letardi^ deposits by the poorer members of the oommumty. 

We have considered the objections that may be raised to our proposal, and desire to 
treat tkem. with due respect. Put briefly they are . 

the :s^?^ 

SiAtSb.roofmle^rarlpe^^^^^^^^^ 

Banks ’ Thus on the extreme assumptions of (a) the fullest developnient 

hoarded mmey or through withdrawals from the Post Office Savings Banks. 

The nrobahihtv is that the Joint Stock Banks would gain, rather than lose, >>y 
fullest development of agricultural credit secured by eS a 

The real danger for the commercial hanks would appear to lie m anything _ ” 

of boTtffity to popular mind against undue claims of the moneyed interest. 

(21 That the aid given in the form of a guarantee tenc^ to weaken the true co-operative 
spirifithlb is on^ extension of control by 

government officials. 3 D 2 
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encouragement. Tte point at issue issue is, However, ainetent in all modern coantii 
the functions of the State are being extended, in maw instances for the purpose of afiordim 
wider liberty for the individual. Kegulation of industries, educational agencies and 
facilities for the exercise of thrift are pronunent examples. In Ireland more particnlarlv 
we have this policy adopted by all political parties. It may , thereioie, be taken as common 

• ground that State aid and direction are not to be umeservedly condemned. Each case 
has to be judged on its merits and in reference to the general policy of the State. 


Now, it is beyond dispute that the policy pursued in econoniic matters in Inland during 
the last quarter of a century has been one of direction and assistance.^ Public funds have 
been used to raise the economic condition of the people, and Associations have been aided 
in their work of improving social conditions. One of the latest instances is that of the grant 
made by the Development Commission to the I.A.O.S. for objects closely aldn to that with 
which we are dealing. The old-fashioned individualist may occupy a logical position in 
opposing the use of State funds to promote economic development ; but it cannot be 
argued that State grants to be administered by officials of Societies are in conforaiitj- 
with sound policy, while the use of eq^ual amounts of State money under the administration 
of public or Departmental of&cials is an infringement of it. Judged by the possible liabiht)- 
imposed on the Department as compared with the advantages likely to result from its 
us^ we hold with confidence that the proposal of a guarantee of the nature and with the 
limitations that we have indicated is thoroughly in harmony with the general policy of 
the State, and' is not open to any objection either on the ground of interference withauy 
form of commercial enterprise, or of weakening the spirit of self-help and private initiahve 
which it is so desirable to stimulate by opening up a wider field for its operation. 


We think it well to add that our proposal need in no way interfere with the employment 
as a supplementary agency of the method of an overdraft at a local branch of a Joint Stock 
Bank for the purpose of meeting emergencies arising from sudden withdrawals of deposits 
or unexpected demands for loans. This method, which has arisen natiu-ally in the couise 
of the establishment of Credit Societies, is convenient to all the parties concerned, and tends 
to keep the Societies in touch with the general movement of credit. It is none the le^ 
subordinate to the more important use of the deposits held by the Societies and should 
never be allowed to supplant or discourage them. In this respect, too, we feel that many 
of the existing Credit Societies have sufiered by relying too exclusively on the oyeidraft 
obtained from a hank, a fact referred to in the Report. 


Finally, we may say that while we regard the limited liability form, assisted by 
guarantee and placed under due inspection and audit, as best -suited for the present 
condition of Iremnd, we fully recognise that other methods of organization may prove 
more satisfactory where special conditions and sentiments are powerful. There is, in out 
opinion, room fox different systems of co-operative credit, and especially for those which 
have come into being under the organization of the I.A.O.S. Indeed, one great advant^e 
which we anticipate from the adoption of our complete scheme is the opportunity afiordeil 
to those who for various reasons have hitherto held aloof from the co-operative credit 
movement of taking part in it under new auspices. Healthy competition will prove much 
better tha.n a struggle against deep-seated feelings of hostility. 


a. MURNAHHAN, 
C. F. BASTABLE. 


NOTE BY SIE ROBERT ANDERSON, Baht. 


Pp. 379-382, 386. 


I concur with the views expressed in the Notes of Rev. T. A. Finlay and Bi- 
Kyle Knox. 
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I am in agreement ^vitll so large a portion of tlie Report tKat I feel justified in signing 
> I do so, Imwever, with one important reservation. The inquiries of the Committee 
1 ve shown that among our Irish Credit Societies the management is, in some cases, 
^^fective owing to non-observance of the accepted rules. Defects in business management 
not peculiar to Co-operative Credit Societies; nor, among Co-operative Credit Societies, 
they confined to Ireland. This, however, is no excuse for mismanagement, where 
Texists^ The Report dwells in detail on certain cases which have been brought under the 
uotice of the Committee ; it is to be hoped that its censures will have a healthy effect on 
those who have deserved them. , r, • • -r^ . j 

Having exposed the shortcomings of the ill-managed Societies the Report proceeds 
tn sussest a remedy. To this, the cardinal recommendation of the Report, I am unable 
to sSciibe. It is proposed that the Department of Agricvdtuie and Technical Instruction 
should undertake the organisation and inspection of Credit Societies in Ireland a work 
initiated and hitherto carried out by the Irish Agricultural Organisation Society. To 
flive an advantage to such Societies as are organised by the Department, and such as, 
having been otherwise organised, may submit to its control, it is recommended that the 
Deuartment should contribute to the working expenses of certain of these Societies 
bv defraying wholly or in part, their costs of audit. Finally the Report recommends 
that no Central Credit Institution should be formed by the existing Societies to provide 
for them those services which it is proposed the Department should offer them. 

Of these three recommendations the first is fundamental, the two others are subsidiary 
and supplementary. I proceed to deal with them in order, and give my reasons tor 
dissenting from them. 


Organisation of Credit Societies by the Department of Agriculture. 

The organisation of Credit or other Co-operative Societies is, in my judgment a service 
in which a State Department can justifiably engage only where the need for such orgam- 
sation is imperative, and no purely co-operative body is at hand to undertake it._ An 
attemnt on the part of State officials to supplant or to rival co-opemtive workers m such 
; Kopaganda must be as hurtful as it is gratuitous. To organise Co-operatwe Societies 
successfully it is essential that the orgamser should haye a strong personal belief in the 
efficacy of self-help, and a genuine enthusiasm in ui'gmg this behef upon others, bo- 
operation, wherever it is widely spread, is more than a pohcy ; it is almost a creed. The 
history of every co-operative movement shows that it has b^n propagated by men to 
whom the doctrine of self-help was a gospel, and deyotion to it a passion. Neither the 
copyiction nor the enthusiasm can be expected m a State organiser his office and his 
kteiwention are a negation of both. The contradiction may be tolerated where the need 
of co-operation is urgent and a State Department the only agency to promote it , it m 
wholly nidefensible where a co-operative body, competent tethe 

it, occupies the field, and has demonstrated its efficiency Such a body the State may 
encom-age. and assist, but this, ivithout appropriating its functions or myadmg its sphere 

”*8 suggested that the activities of State organisers side by side with the officers of 
the co-operative body would develop a healthy rivalry which would ^ mcreased 

efficiency in both In this view I cannot concur. Co-operation is promoted by combma- 

S ToVb^XeStion; it IS established by ^--8 

antagonisms If the argument were vahd it would justify the estabhshmcnt ol two 
Co-operative Credit Societis in the same locality as a mea^ of 

in both bodies. By anyone with practical experience of co-opeiative undeitakings such 

a scheme would be held foredoomed to failure . , -c.;,, members 

Again, Credit Societies without co-operation for 
bat a portion, and that not the most important portion, of 
combination. To organise co-operative credit in a drstrict 
dominant, and carry organisation no further would be a poor 
hardships. It would, no doubt, permit him for a time to pmchase hm farm 
for cash, but it would make no change m the price or quabty of tie^cls. I» ^ 
him to eipend his borrowed capital to advantage, and to prevent his lekpse into hm pe™m 
conditionfa trading society wW *-11 -tee *he price of ta P“g“^Xo “to 
quality must supplement his improved ^ he founded 

Metien that hVgave trading powers to the Credit Societies which he tomided. 
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The Irish Credit Societies, being established rmder the Frieidly Societies Act, a* 
debarred from trading operations ; hut they can be, and largely are, supplemented by 
Araicultural trading societies organised under the Irdustnal and Provident Societies Ad 
and the full advantages of co-operation are thus secured to the farmer This intha 
and necessary application of co-operative metho^ds the^ officers the Department of 
Agriculture cannot promote or even advise. The view of the Department, official, 
enunciated in the Council of Amiculture, is emphatmally adverse to any use of p* 
funds in the organising of Agricultural Trading Societies. While this view is maintained 
by the Department, it is inconceivable that any of its officere should encourage tradint 
developments among the Societies he might organise ; the advantages of these he nmrt 
withhold from them. Even were this view discarded, it would, as the Report points out, 
be inadvisable that the Department should promote organisation for trade purposes, ffi 
the controversies to which this form of co-operation has given, and will continue to give, 
rise it is obviously inexpedient that the Department should be involved. It would thm 
appear that the organisation of Credit Societies by the Department would be a hindrance 
rather than a help to agricultural co-operation in that svide sense iii which it is of sub- 
stantial benefit to the farmer’s industry. , „ c*. . -r. 

The Gontention that a co-operative body rather than a State -Department is the most 
effective agency for organising agiicultural credit receives notable confirmation from the 
action of the Development Commissioners. The Department of Agriculture applied to 
them for a grant with which to carry on the organisation of some minor forms of co- 
operation which it regarded as being non.-controversial. The Irish Agricultural Organisa- 
tion Society applied for a grant to be used in organising, not credit merely, but also the 
other forms of co-operation included in the full co-operative Agricultural progranime. 
Under the Act by which they were constituted, the Commissioners had a free choice between 
the alternative proposals. Evidence and argument were submitted by the competing 
applicants. The Commissioners having the merits of both claims fully before them, 
decided that the co-operative body was the suitable agency to employ, and nradethe 
grant accordingly. Should the Department now under*take, at its own cost, the organisa- 
tion of Credit Societies it can do so only as a rival to the body on whose establish^ field 
of work it intnrdes. The rivalry can hardly fail to lead to friction — friction all the more 
likely to arise if, as suggested in the Eeport, the Department holds out inducements to 
societievS organised by the I.A.O.S. to transfer themselves to its care. The use of State 
grants by two rival bodies to carry on the same work canirot be i-econciled with any 
tolerable theory of public economy But this consideration apart, we shall have, in the 
event of friction, the anomalyof State funds employed to fortify both parties in confiid 
and, to this extent, to hinder the work both aspire to do. 


Swpervision of Credit Societies hy the Dejjartment of AcjricuUure. 

The Credit Society, like all co-operative societies, is essentially a self-help institution. 
The fundamental principle upon which it rests is that its members shall combine to promote 
their own interests by their own efforts and in reliance upon themselves. To give effect 
to this principle they must realise that success or failure is wholly in their own hands and 
will be decided entirely by their own action. On these conditrons depend the moral as 
well as the business value of the association, its influence upon character as well ^ its 
insistent demand for sustained and earnest effort. Hence the Society, if it is to fulfil its 
purpose, cannot share responsibility for its work with any outside body*. It may, indeed, 
unite with kindred associations to set up an advising and guiding authority to which all 
will submit themselves ; this, however, vill be a creation of the societies themselves, an 
extension of their co-operative organisation, a genuine development of self-help. But 
the introduction of a non-co-operative body to share work and divide responsibihty witli 
the members of the societies is a distinct negation of the principle which underlies co-opera- 
tive combination, is a menace to the self-reliance which is its breath and, its life. 
the non-co-operative body is a State Department the enfeeblement of the self-help ^irit 
may be taken as assured. Under the scheme proposed in the Report, the representative 
of the Department, if he were, as suggested, invested with effective authorify, would be 
conscious that the last word in all questions of business management lay with him. The 
same conviction would necessarily force itself upon the Committees with which he bad 
to deal, and them sense of responsibility would decline as their sense of dependence giw. 
As the evidence appended to the Eeport abundantly proves, full responsibility for the 
nianagement too often fads to stimulate the Committees of Societies to an ade«|uate 
• discharge of their- duties ; what may be expected from them if the force of this incentive 
is dimimshed ? 
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jSTor is tliere any reason to attribute to supervision by public of&cials a special virtue 
-which would make good tbe loss. The Irish Loan Fund Societies have enjoyed for sixty 
veai-s a full measure of State supervision. A Board of Control, with offices in Dublin 
Pastle was established by Parliament on their behalf. Ample authority was conferred 
m this Board to investigate all transactions of these Societies, and it was empowered to 
dissolve any Society wMch failed to observe the rule.s approved for the conduct of 
business This elaborate system of inspection and control wholly failed to save the 
societies from mismanagement, neglect of rules, and consequent disaster. Half the total 
number have collapsed in recent years, and in regard to those which have survived, the 
Renort recommends their transformation into Credit Societies. State supervision 
exercised through a public Board exclusively devoted to this function, has not availed 
to maintain these Societies in healthy vitality ; is there any ground for the assumption 
that it rvill be more efficacious with kindred Societies when exercised through a subordinate 
bmnch of the Department of Agriculture ? ... 

Of the witnesses who appeared before the Committee with some practical experience 
of the working of co-operative Credit Societies, and who were prepared to accept super- 
vision from a State Department, several explained, when questioned on the point, that 
they would admit such supervision only as a bst resource, but would prefer, if the means 
were available, that it should be exercised by a co-operative body with authority from 
the Societies themselves. The means are now available ; they have been provided by 
the Development Commissioners, and we may therefore count the evidence of these 
witnesses as against supervision by the Department of Agriculture. 

The expert authorities examined by the Committee were rmammously and emphati- 
cally opposil to the intervention of State officials in the business management of Credit 

Wolff ill his evidence before the Committee, as in his subsequent public utterances, 
strongly deprecated State interference in the business of the .Societies. Mr. Cahill, 
supporting the same view, pointed out that the German Government, though making 
loans to Credit Societies, has expressly disclaimed ail intention of interfermg m, or con- • 
trolling in any way, the conduct of their business, satisfied as to the safety of its advances 
by a periodical audit conducted by auditors who are approved for this purpose, much in 
the same way as our public auditors are certified by the Treasury for the discharge of their 
special duties. The Government, he was careful to add, does not appoint the auditors, 
tieii appointment rests ivith the co-operative Unions ; and it is only when the Umons fail 
to fulfil this necessary duty that Government mteiposes to fulfil it fox.them. _ Even tins 
very carefully limited intervention will not be adimtted by the Raifieisen Societoes. As 

Wolff explained, the Confederation of Raifieisen Societies— the Societies that have 
been copied in Ireland— have repaid ail loans held from the State Bank, and have trans- 
ferred their accounts to a Joint Stock institution ; and this with the declared purpose of 
removing all pretext for the interference, however restricted, of S^te officials m then 
business concerns. The continued success and the ummpeachable solvency of the meniheis 
of the Raiffeisen Confederation, as contrasted with the lamentable disasters which have 
recently befallen another Confederation which mamtamed alliance with the State in- 
stitution, bear testimony to the soundness of this policy. • - e 

One country cited^in the Report as exhibiting an effectave State supervision of 
Credit Societies is India. But Irish farmers have no need of the tutelage wffich my be 
advisable in the case of “unintelligent ryots {Report of 
operative Credit Sockties in India, p. 9) ; .they are qiiite as 
B^an peasants to manage their own affairs ; and li.they are to 

it is from Germany or Belgium, lather than from India, they may he allowed to borrow 
their models. 

Cmiirihition of the BejiaHtmnt to Audit Expenses of Credit Societies. 

Under the scheme recommended in the Report the Department tvonld not be invrated 
with legal authority to enloice observance of rules and suitable methods of business m 
the Sockties it might supervise. "Whence, then, would its supervipn have an 
beyond that of a Co-operative supervising body ? Fi-om the 

DeVitmenfs ofacers, or some special impiessiveness attaching to then advme the onlv 
not exolicitlv contended in the Report. But this superiority not being assum^, tlm onfy, . 
more efficacious inducement to obedience which, in the propo^d f 

could ofier Societies would be the suggested grant towards then . 

The cost of audit is a necessary part of the normal workng expenses of a Society 
a grant for this part of the Society’s business differs in no point of principle from a grant 
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foi any other. To grants for business use whether to asaoeiations or indiyidsals, ft, 
Eepoit is, throughout, strongly and rightly opposed. A¥hj should an exception bi 
made in fayour of Credit Societies ? Even to the smaller and weaker Socieftes, foi 
the Eeport makes this proyision, doles will be as mjimous as to the stronger. Their bn,j,g, 
is -smell in volume, the cost of audit is proportionately msigmfioant and for this co5tpmp„ 
management should provide. The Eeport points out that loans ti-om State Depaituen), 
have been fatal to many of the poorer Credit Societies in Ireland ; if loans at inteiestlav, 
had this effect, what may be expected from free giants ? A grant to a Society for its an* 
expense.s, made by a State Department, cames with it respousibihtj' of the Depaftnat 
for t]i€ aiidit it pays for, involves consequently the mteiierence ot btate officios in the 
management, and impairs, to the extent of that interference, the self-reliance which is 
the oSy guarantee of healthy vitaUty in a Co-operative Society _ 

There is, however, another and. in my judgment, a graver evil involved m the proposal. 
The offer of a contribution to the worldng expenses of the (.yedit Societies by the Depart- 
ment of Agriculture would necessarily operate as a temptation or bribe to them to deseit. 
the organisation in which so many of them are now incoiqiorated, and would thus profoundly 
affect the solidarity of the co-operative movement. On this solidarity depends 4 
strength of the movement as a whole, and its consequent advantages to each of the units 
included in'it. Whatever might be the gains to individual Societies from the patronige 
of the Department— and I have argued that they are not to be rated highly— they would 
form a poor ofeet to the disruption and disunion whicli the policy recommended in tie 
Report could not fail to introduce. 


Central Institution for Credit Societies. j 

The advisability of providing and maintaini n g a Central Credit institution to wMek ^ 
local Credit Societies shall be affiliated, whicli shall co-ordinate then worlc, assist them in ! 
obtaining loans, and in putting surplus moneys to profit, furnish them with dective 
inspection, and thus ensure satisfactory business management, is controverted in the 
Report. The argument used in opposition to such a measure is that the time for 
this institution is not yet come. Against this view it may be pointed out that in every 
country in which credit organisation has been successful a central co-ordinating and 
controlling institution has been recognised, at an early stage of the movement, as necessary 
to the stability and good management of the local Societies. With more than two hundred 
Credit Societies now existing in Ireland, many of them sadly in need of supervision, lie 
time for this complement of their organisation has come, if it is ever to come at all. The 
evidence offered to the Committee amply proves the urgent need for it, and the recom- 
mendation of the Report that the Department should undertake the chief functions of eucl 
a body is further proof that it is called for. It has already been argued that the agency 
best fitted to discharge these functions is one representative of the Societies, and wholly co- 
operative in character. The Irish Agricultural Organisation Society fulfils these require- 
ments, and is rendering the services which it is proposed the Department shoidd imdertake. 
If it has hitherto met inadequately the needs of the Societies, the cause has been the lack 
of sufficient funds for the purpose. That disability has been removed by the Developnmt 
Commissioners, and the I.A.O.S. is now in a position to render to the Societies the services 
of inspection and guidance which are the main benefits a central institution can givetheui. 
It is availing itself zealously of its increased resources in the fulfilment of this task, and 
it is now’ unnecessary, as it w’ould be invidious, to take the task out of its hands. 

T. A. FINLAV. 
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In de^rence to tEe wider knowledge of my colleagues on this subject. I sign the Report. 
But after hewing and considering the evidence put before us, my own opinion is that the 
present facilities for obtainii^ credit for agricultural purposes are sufficient, and that, 
therefore, it is unnecessary, if not harmful, to try and increase them. 

It appears to me that the Joint Stock Banks (with certain concessions which ! refer 
to later on) meet all the requirements of the ordinary farmer. Sums from £5 and upwards 
can be readily obtained on loan, provided that the borrower is a solvent man himself^ 
or can bring one or more good sureties to back his bill. Even smaller sums are lent by 
.some of the banks, and we had evidence that one Bank in Belfast lent sums' as low as £1 
and even 10s. to farmers and others who could give security; but as a rule we may take 
it that £5 is the lowest sum that Banks care to lend, owing to the expenses of "book- 
keeping, _&c.. but that anything over that sum can be readily and easily obtained by those 
who are in a position to give adequate security. 

From the evidence that has been given before us, I have come to the conclusion 
that the Joint Stock Banks meet the requirements of those farmers who have need to 
borrow, and who are in a financial position to do so, and I have great doubts whether 
iiioreasedfacilities, or iu other words “ making borrowing easier,” would he a wise or prudent 
iimovation. Also, I cannot accept the principle that increased borrowing facilities are 
an incentive to thrift. 

Living aside for the moment the expert witnesses, who were, I admit, as a rule 
enthusiastic about the whole Raiffeisen system, as applicable to any country, and coming 
to the more essential witnesses, whom we met on our tour through the country, these- 
latter struck me as either rmdecided in their opinion as to theneedand usefulness of Credit 
Societies, or to have in their minds cheaper loans, i.e., a lower rate of interest, as a result 
of their establishment in their localities. 

The question of the rate of interest on loans has been fully dealt with in the Report, 
80 that I need not argue the point further, except to say, as my own opinion, that those 
who rely on these Credit Societies to supply money at low rates of interest, and for long 
term loans, base their conclusions on false premises. 

The whole question of Agricultural Credit has changed enormously within the last 
10 or 15 years. The number of branches of the Joint Stoi^ Banks has greatly increased — 
the whole country is now covered with them. Every small town has two or three banks 
in it, and most of the villages have a branch office, which opens on one or more days in the 
week, and on market and fair days. So that those who want to do business with the 
banks can do so now-a-days without travelling very far ; and in that way borrowing 
facilities have been greatly increased within the last few years, and, in my opinion, fully 
supply the existing need. 

It has not been contended in the evidence put before us that the interest charged 
by the Joint Stock Banks on loans, whether small or great, is excessive. "What is, however, 
complained of, and with some reason, is — 

1. The shortness of the loan, i.e., for a period of 3 or 4 months. 

2. The expense attached to obtaining the loan, and its renewals: 

These two complaints seem to be very real ones. A farmer borrows, say, £5, £10, £20, 
whatever it may be, for the purpose of purchasing stock or seeds, or something which 
'tt course of time will turn to profi.t, and enable him to repay the loan, with a fair margin 
of profit for himself. That is the ideal purpose of a loan, and we may assume' that it is the 
object in the majority of cases. But there is no doubt that 3 or 4 months is too short 
a hme for either stock or seeds to ccme to profi.t, and enable the borrower to repay out 
of the results of the loan. Six months is probably the shortest time that will enable him 
to Bell his stock at a profit, or realize on his harvest. Therefore, he has to renew, which 
means additional expense, and increases the cost of the loan. 

Bankers say that it is against so'ond financial principles to lend money out for a longer 
period than 3 or 4 months. It is not for me to gainsay their expert opinion, but what 
fk strikes me with regard to these loans to farmers is that at the time of the loan 
the Bank manager must know that it 'wiU not be repaid in 3 or 4 months, and that thereh 

3 E 
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before the loan can in the ordinary course of events 

wiUheone ifnottwo ormor 

have time to fructify aM b p ■ ^ borrower attached to it, on account of 

even 9 or r*,ae know^ their own business best, but one thing that has been 

Slviy cletr by the ‘^-dence ^ 

and convenience ™ ^ 

The expenses to two suiet.es with him to back his hill. If i, 

borrower at a Bank has ® loss of nearly the. whole day to him and hii 

comes from any distance ^ 

friends. For that loss he has ^ , considerable amount, .J b the c„, 

food and perhaps interest itself. In the case ofrenewak 

l^re^XnrwoX havT^ bTScred again, though in some oases the Banin d. 
not require the second attendance of the sureties. 


requuti tue bcuuaivi «.uvwxi.s-.v.— - r , . 

JJ ,rc,.vr icTfffaiv fn fhe cost and iuconvemeuce. ot borrowing, and 
These expenses ^ ? irksome and unnecessary. On the other hand Bank 

the lepetiPon “k^fThe^ ramnlaints about the expenses at the time of borrowing aod 

zsr.»y.y 
;=?f : 

rate, x£ these two ohje nV.faitiin 2 it borrow^ers could have no cause of complmt 

opinion, need no extension. 


pmiOU, nCCU 

I have dealt with the case of borrowers of £5, and upwards, who are tliemsete i. 
a position to obtain loans, or could produce good sureties. 
as I have said, are to my mind amply met by the Joint Stock Banks. 

There remain then two other classes of borrowers, whom it is contended the JointStak 
Banks do not accommodate, i.e. 


1. Borrowers of sums under £5. « v n i 

2. Those who cannot give, or get. security to offer to the bants. 


As regards class (1), I admit thatthe Banks do not, as a rule, care k“diijg 
£5, ahd for these no doubt small Credit Societies would be a help ; but the numhe 
borrowers is small, and insufficient, in my opinion, to justify the setting up of a sepaia 
banking system for their benefit alone. 

As regards class (2), it does seem desirable to provide some sort of ; 

the banding together of many of this class, with the addition of some of t eir „ 

neighbours, into a guarantee society, thus forming a collective security, whic m 

is not good enough in ifaelf. 

To carry out this object, Mr. Henry Doran made a valuable suggestion in 
before us. His scheme was that in any locality where the needs of the sma, 
required special treatment, a guarantee society should be formed in any pans P | 
of parishes, composed of the well-to-do farmers and people of infiuence m the ^ 

hood, and that this society, on the joint liability of its menrbers, should become ® - 

to a Joint Stock Bank for the poor, needy borrower, after having examined into is , 

stances and character, and the purpose for which he required the loan. 


This scheme does away with all the difficulties and objections of a 
carried on by inexperienced persons, whilst it supplies the great need of the s ^ 
poor borrower, i.e.. security to back his application for a loan at the Bank. _ 
reasons I think it has much to recommend it. Mr. Doran’s general opinion^ .niescut 
subject, however, and with it I entirely agree, is that “Credit Banks onthen 
basis cannot be serioi^ly considered as a source from which landholders m t e 
■districts may be financed to any usefhl extent,” and further he “ would disoon 
such Credit Banlrs as likely to do more harm than good.” 

To sum up, whilst I believe that the present Joint Stock Banks with 
of branches all over the country, and the keen competition amount them, ai® 
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meet the requirements of the great majority of agriculturists, and that, therefore, there 
need or demand for an extension of borrowing faciUties, I do think that our Irish. 

T int Stock Banks could do more to meet the requirements of the small borrower, by 
1 ndine in lesser sums for longer periods, and reducing the expenses consequent on obtaining. 

loan and that such an extension of their business would be as much to their 
gwu advantage, as it would be to their customers themselves. 

Id. considering the question of agricultural credit, and the possible need for its 
Arteneion, we must not lose sight of one of its largest sources, ^.e., the shopkeeper, 
vunv hard things have been said about the shopkeeper. He has been coidused wijh, 
if not likened to, the “ Gombeen ” man. He has been abused for the length of his credit, 
La the high rate of his interest, and probably there are cases where these charges have- 
{pen deserved. On the other hand I quote the evidence of one witness who, when prised 
on the subject, gave it as his experience that the farmer who bought on credit at the sh^s, 
mt the same article, and at the same price, as the purchaser who paid r^dy money. But 
hanv case there is no doubt that at present both the shopkeeper and ks credit ^stem 
are a necessity to agricultural life, and taking one thing with another, I beheve that he- 
lias not been a bad friend to the farmer. 

Be that as it may. the shopkeeper is to-day a large item in agricultural credit ; and 
in considering the sources from which credit comes, and the _ needs, if any, for inrther- 
cTtension, the shopkeepers must figure largely in the calculation, as part and parcel otthe 
whole credit system, and especially that in which the poorer and needier class is concerned. 

Assuming however, in deference to my colleagues, that further facilities are reqmred to 
meet the needs of the small borrowers in Ireland, whilst not sharing in the Ime of thought 
which has led them to these conclusions, I agree with their sugg^rions and recom-. 
mendations for carrying out certain alterations in the present system of Agricultural Credit 
.Societies in Ireland. 


WALTER KAVANAGH. 
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I have had the advantage of reading the comments of the Rev. Father Finlav 
the Report, with which I entirely concur, and I sign the Report subject to those connaL 
and to a few observations of my own which I make as concise as possible. 


There seem to be only two sources from which farmers («in get loans without iacimW 
risk of possible, and even probable, usurious treatment. Those sources are the RaifieiS 
Credit Societies and the Joint Stock Banks. If the amounts required are small, the Credit 
Societies meet the want ; and, further, they teach the people to rely on themselves the 
necessity of punctual payment of debt, and the sanctity of contract. Tf the period tor 
which a loan is required is short, say 6 to 9 months, the Joint Stock Banks can. assist 
materially, if they consent to discount selected Bills at such dates, and to draw on their 
reserves to a moderate extent. The expense connected with such Bills is greatly ezae 
gerated by the assumption that the possible maximum of outlay is to be regarded as a 
rule. In practice the farmer visits the Bank on the Fair Day <jr Market Day, when both 
he and his sureties are there on their usual business affairs. 

No man would wish to interfere with the beneficent action of either of these iogfcitu- 
tions ; any disturbance in their work can be mischievous only. But there is a large bodv 
of farmers, including those who have in late years become holders in fee, subject to payment 
of instalments under the varioim Land Acts, men who require loans for periods which 
may extend for years, and whom neither the. Raiffei-sen Society nor the Joint Stock Bank 
■can help. 

For drainage purposes these men can get grants from a (rovenimeut Boai<l 
but what they require is to provide stock, and further farm buildings and farm implements 
beyond Government Grants. The problem is how their difficulties are to be met without 
interference with the work of existing bodies, and by the action and effort of the people, 
and without throwing a new load on the Government. The same identical difficdties 
have arisen, and have been solved, as anyone might expect, in agricultural Germany. 
They have led throughout that empire to the creation of the ,l.^aud Mortgage Associations 
referred to in the Report, of which there are 23 in full worldng order and activily. I 
can see no_ reason why the same principle might not be put in force and adopted intiiis 
country, viz., the principle of the co-operation of the landholders and farmers of a county 
for the purpose of creating a credit security which does not now exist. No doubt modi- 
ncatron nught be nece^ary ; no doubt difficulties would arise, and the extension of tie 
work be hmrted ; but the undeniable benefits which such Associations bestow, and whicb 
quoted in this Report), would ultimately amply leTay 
the labour and expense of such an enterprise. 

There is one probable benefit not mentioned in Mr. CaliiU’s Report which might arise, 
There are districts _m Ireland where farms, large or small, are of no value as security in 
^^eason that the security cannot be realized without 
opposition of the;; country side.” I think it might be expected that, if 
+• ^ Mortgage Corporation the ” country side ” itself became 
fl-nrl lon of a secunty by that Association might be regarded as necessaiy 

« ■'"‘“I spirit of L-operatioa wH, 

awake to animate tke members of the If— - 
anFZooi of P “ might come to lean on themselves, and not expect the f 
and support of a Government Department in perpetuity. ^ ^ 


R. KYLE KNOX. 
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INDEX TO RULES 
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LIMITED LIABILITY 

THEirT AND CEEDIT SOCIETIES. 
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3 . Objects ol the Society. 

Acquisition of Uembership. 
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5 . No entrance fees. 
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f». Members under 21 years of age. 

Bights and Liabilities of Members. . 

ICt. Members as borrowers and depositors. 
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13. Liability of present and past members in winding 
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14. Effect of Rules. 
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20. Allotment. 
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26. Limit to individual deposits. Notice of with- 

drawal. 

27. Rate of interest payable on deposits. total 
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37. Indivisibility of Reserve Fund. 
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49. Duties in regard to local deposits, supply of 
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51. ResponsibUity for safe custody of accounts, 
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the conetihition and methods of Limited Liability Credit Sonctree. 
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SUGGESTED RULES 

FOB 

LIMITED LIABILITY THRIFT AND CREDIT SOCIETIES. 


ORGANISED UNDER THE AGRICULTURAL CREDIT SECTION OF THE DEPARTMENT OF AGHL. 
CULTURE AND TECHNICAL INSTRUCTION FOR IRELAND. 

Rules of tee Ci^edit Socistv, Lbuteu. 

Registered under the Industrial and Provident Societies Acts, 1893-iyi3, 

(See Note on p. 301.) 


RULES. 

Interpretation. 

1. la these rules, wherevei' the coutext so admits ; — 

(1.) All words denoting the masculine gender shall 
be deemed to include tne femininej and all words 
denoting the singular number to indude the plural, 
and Dice Dcrsa. 

(2.) “Summoned geuei’al meeting” means a 
general meeting of the Society of which special notice 
has been given at least a fortnight beforehand to the 
members, stating the nature oi the business to be 
transacted. An ordinary general meeting may be a 
^‘summoned meeting” if such special notice has 
been given. 

(3.) "The Committee” means the Committee of 
Management of the Society. 

(4.) The “ defined ares ” is the [parish or townland 


(5.) “ The Act ” means the Industi'ial and Provi- 
dent Societies Act, 1893, and any Acta amending or 
in substitution for the some and for the time being 
in force. 

(6.) The term “Registrar” means lie Assistant 
Registrar of Friendly Societies for Ireland. 

(7.) "Agricultural Credit Section” means -the Agri- 
cultural Credit Section of the Department of Agricul- 
ture and Technical Instruction for Ireland. 

Nome, Constitution, and Place of Registered Office. 

2. The Society shall be called “ The 

Thrift and Credit. Society, Limited." Its registered 

office is at , in the County of 

The Committee of the Society may change the situation 
of the registered office. Notice of such change sbaR 
be sent within fourteen days thereafter to the Regis- 
trar, in the form prescribed by the Treasury Regula- 
tions. The fact of registration under the Act con- 
stitutes the Society a corporate body, with power to 
sue and to be sued, through its officers acting on its 
behalf. 

Objects of the Society. 

S. The objects of the Society shall be : — 

(a) To carry on the business of granting loans and 
credit to its members, for profitable purposes, by 
making use of the combined credit of the members. 

(b) To borrow mcmey in order to make loans, 
and for other approved purposes of the Society. 

(e) To encourage thrift by the reception of 
deposits. 

(d) To carry on the business of banking subject to 
these rules. 


The Society shall ccmfice its functions solely to the 
objects set forth in this Rule, and shall not engage in 
any transaction of purchase or sale, whether in agri- 
cultural requirements or otherwise, 


.'loqiwsitioK of Membership. 

4. Any person, male or female, over 18 ycare of age 
and of good charaetor, who is approved by the Com- 
mittee and who resides within the defined area is 
eligible for admission to membership. No Society or 
Company may become a member of the Society. 

5. No entrance fees shall be paid by members. A 
copy of the Rules with explanatory memorandum shall 
be presented to each person on his becoming a member. 

6. The Society shall consist of tiic pei-sons by whom 
the application for registration is signed (hereafter 
termed “the original lucmbors”), together with such 
pei'sons us shall subsequently sign the form of appli- 
cation for membership, and are elected by the Com- 
mittee, or may acquire a share by allotment or transfer, 
with ^6 consent of the Coinraitteo. Until the first 
Ordinary General Meeting, the Committee shall consist 
of the original mem.bws. 

7. After the registration of the Society there is re- 
quired for the acquisition of membership (1) an un- 
conditional statement signed by the intending member, 
intimating his consent to become a membei-; and (2) 
a resolution of the Committee ueceptiug such person 
as member aud allotting him a share or shares in the 
Society. The statement at (1) shall be signed by each 
member in a book kept for the purpose at the office of 
the Society, in which also a record shall be kept of each 
resolution of the Committee (with date) accepti^ a 
member. The membership of a candidate takes effect 
only from the date when these two conditions have 
been complied udth. 

8. All applications for membership shaU be laid be- 
fore the next ensuinc meeting of the Committee, and 
one adverse vote in tlivce shall exclude tire applicant. 
Any candidate who has been refused admission slmll 
have the right of appeal to the next General Meeting 
of members, and shall have the opportunity of stating 
his case. At this meeting the voting shall be by ballot, 
If three-fourths of the votes east are in favour of tire 
admission of the applicant, he shall thereupon be ad- 
mitted to membership. 

9. A person under tlie age of 21 may, subject to 
these Rules, enjoy aU the rights of a member (save as 
provided by the Act), but he shall not be a member of 
the Committee or Treasurer of tlie Society. 

Rights and LiahUitics of Members. 

10. Every member shall be eligible to obtain a loan 
from the Society for specified- and approved purpMM, 
in accordance with Rules 29-35 ; and to deposit 

at interest with the Society within the limits set forth 
in Rules 26-28. 

11. Every member shall be entitled to be present at 
the General Meetings of the Society, to take pa^ m 
tlie deliberations, to vote for the election of the Com- 
mittee and officers, and to obtain all information te- 

a uired concerning the solvency and good management of 
le Society, subject to tiie proviso mentioned in Rule 58. 

12. All moneys payable by a member to the 
Society shall be a debt due from such member to the 
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Society and eball be reooTerable as sucli iu the County 
Court* of the district in which the member resides. 

The Society shall have a .lien on the share or shares 
of a member for any debt due to it by him, and may- 
set o3 towards the payment of such debt a-ny sum 
credited to the member in respect of his shares. 

18. Should the Society be wound up in pursuance of 
any order or resolution, or should circumstances arise 
necessitating the calling up a part or the whole of the 
unpaid portion of the shares under Rule 21, every pre- 
sent and past member shall be liable to contribute 
towards the payment of the debts and liabilities of the 
Society and the expenses of winding up, should this 
take place, and for the adjustment of tire rights of 
contnTiutors amongst themselves, subject to the fol- 
lorving qualifications ; — 

(o) No person who has ceased to be a member for 
one year or upwards, prior to the commencement of 
the winding-up proceedings, shall he liable to con- 
tribute ; 

(6) No person shall be .liable to contribute in 
i-espect of any debt or liability contracted after he 
has ceased to be a member. 

(c) No person who is not a member shall be liable 
to contribute, unless it appears to the Court tlrat 
the contributions of existing member's are insuffi- 
cient to satisfy the just claims upoir the Society. 

(d) No contribution shall be required from any 
member exceedirrg the amount, if any, unpaid on 
the shares in respect of which he is liable <as a past 
or present member. 

(e) All contributions shall he levied from mem- 
bers in proportion to the share holding of each 
member. 

14. These Rules bind the Society and the members 
tlrei'eof, and all per-sons claiming through them re- 
spectively, as if each member had subscribed his name 
and affixed his seal thereto, and as if there were con- 
tained in such Rules a covenant on the part of such 
member, his heirs, executors, administrators, and 
assigns, to confonn thereto, subject to the provisions of 
the Act. 


Cessation of Membership. 

15. A member shall cease to be a member if he no 
longer holds a share. 

16. A member shall cease to enjoy the rights of a 
member in regard to voting or acting as an officer of 
the Society, if he ceases to reside within the defined 
area; but, on his written application, the Committee 
may decide to permit him to retain these rights. 

17. A member may be expelled from membership by 
a vote of two-thirds of the Committee, upon a charge, 
made in writing, of conduct detrimental to the in- 
terests of the &ciety. The grounds of such ex- 
clusion shall be at once communicated to the member, 
from which date the excluded member shall take no 
part iu the work of the Society. He may, however, 
appeal within four weeks to a Special General Meet- 
ing, against the Committee's decision. If the Commit- 
tee’s decision is not confirmed by three-fourths of tho 
members present and voting at the General Meeting, 
tho member’s expulsion shall, be cancelled. If the 
Committee’s decision he confirmed, however, such ex- 
pulsion shall not j^ect the right of the expelled mem- 
ber to transfer his share or shares to any person aj)- 
prwed by the Committee, nor his liability upon his 
share or shares, if such be not ti'ansferrcd with the 
Committee’s consent; nor shall it affect his liab’lity in 
respect of any loan made to him or on his guarantee. 

18. In the event of the death of a member, the 
liability of his heirs, executors, and administrators 
shall extend to loans contracted bv him, or upon 
his guarantee, and remaining unpaid to the Society at 
his death, together with the interest thereon; and to 
the liability upon the share or shares which he held at 
the time of his death. 


* If legislation be obtained enabling all debts to be 
recovered by the Society in the Petty Sessions Court, 
insert Petty Sessions Court instead of County Court. 


S/«ir«8. 

10. The share capital of the Society shall consist of 
an unlimited number of shares of £5 each, which shall 
be transferable only w'ith the Committee's consent, 
and only bo a person elected for membership by the 
Committee. The total number of shares to be issued 
shall be decided by a General Meeting of members, 
which shall also decide as to any increase in the share 
capital of the Society. 

20. Each member must hold at least one share, but 
no member may at one time hold more than 20 shares. 
The sum of five shillings shall be paid on each share, 
2s. Qd. on allotment, and a fui'ther sum of 2s. 6d. 
within six months. The original members shall, upon 
the registration of the Society, have allotted to them 
the number of shares which they have agreed to take^ 
as stated in their application for registration. 

21. No call shall be made upon the unpaid portion 
of the flares, save such as a summoned General Meet- 
ing shall decide to be necessary to make the assets of 
the Society (excluding uncalled capital) sufficient to 
cover the Society’s liabilities. At least a fortnight’s 
notice shall be given before the payment of eny call. 

If any instalment or call in respect of any share is 
in arrear and remains xmpaid for thirty days next 
after a notice in writing, signed by the Secretary for 
the time being of the Society, has been sent by re- 
gistered post to the last known place of abode of the 
holder of such share, the Committee mav declare such 
share forfeited, and thereupou such mate shall be 
forfeited, and all sums paid in respect of it shall be 
carried to Reserve Fund. 

22. A dividend may be paid upon the paid-up share 
capital of the Society, with the consent of a General 
Meeting, but such dividend shall not exceed 6 per cent. 

Each member shall be entitled to a sealed cer- 
tificate stating the number of his shares in the Society, 
and the amount paid up in respect of each share. 

The shares of the Society shall be numbered con- 
secutively and issued in oi-der of number. The Secre- 
tary shall keep a Share Register book, in which shall 
be entered the name, address, and occupation of each 
member ; the number of shai-es held by him, with the 
number of each share and the amount paid up on it ; 
the date on which he became the holder of each share ; 
and the date on wliich he ceased to hold any particular 
share. 

28. No member shall be entitled to withdraw any 
share, or to claim repayment from the Society, of any 
■portion of the share capital paid by him. 

Transfers of shares shall be made in the following 
form, and shall not ho valid imtil countersigned by 
the Secretary with the approval of the Committees— 

I of a member of the 

Thrift and Credit Society, Limited, do hereby [in 

consideration of the sum of paid to me by 

of ] transfer my shares, 

Nos in the said Society, to the said 

to hold the same subject to the several conditions 
upon which I held them at the time of the execution 

hereof, and I, the said do agree to accept 

said shai-es. subject to these conditions. 

Signature of Transferror, 

Signature of Transferee, 

Signature of Witness. Counter signature of 

^ Secretary. 


Nomination by Members. 

24. A member may, by writing under s 
ivered at or sent to the registered office of the Society 
luring his Ufetime or made in a book kept thereal, 
lominate any person or persons other than on officei 
,r servant o/ths Society (unless such 
3 the husband, wife, father, mother, breth^, 

ister nephew, or niece of the nommator) to or ^ong 
M? property lo the Society, whether m d.ares, 
oaST or dopLite, or otherwiae. or eo mueh aeipf 
sSoiS in such nomination, if the nommafaon 
oe? not comprise the whole, shall be transferred at ins 
iwease. If^the amount comprised m the Domination 
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exceeds one hundred pounds sterling, the nomination 
shall be valid to the extent of one hundred pounds, but 
not further. A nomination so made may be revoked 
or vari^ by any subsequent nomination or similar 
document under the hand of the nominator, delivered, 
sent or made as aforesaid, but shall not be revocable 
or variable by the will of the nMninatoi' or any codicil 
thereto. 

The Society shall keep a book wherein the names 
of all persons sc nominated and all revocations or 
variations, if any, of such nominations shall be regu- 
larly entered, and the property comprued in any such 
nominations to an amount not exceeding one hundi'ed 
pounds shall be payable or transferable to the nomi- 
nees, although the Rules of the Society declare the 
shares not to be transferable. 

When a member dies, or becomes insane or a bank- 
rupt, the Committee ^all deal with hie shares and 
other property in the Society as provided in Sections 
26 to 31 or the Act of 1898, as amended by Secs. 6 to 7 
of the Act of 1913. 

The marriage of a member shall operate as a re- 
vocation of any nomination made by him before such 
inorriage, provided that in fie event of an officer of 
the Society having transferred any property of a mem- 
ber to a nominee in ignorance of a marriage contracted 
subsequent to the date of the nomination, the receipt 
of the nominee shall be a valid discharge to the 
Society, and the Society shall be under no liability to 
any omer person claiming such property. 

Borrowing by the Society. 

25. The Committee of a Society may, on behalf 
of the Society, obfeiin such bans or advances from 
any person or persons, Bank, registered Society, or 
Company, as may be required from time to time for 
the purpose of making loans to members or of meeting 
the liabilities of the Society, subject to such provisions 
for repayment as may he agreed upon, provided that 
the Committee shall not, unless with the authority of 
a summoned' General Meeting, agree to pay a higher 
rate of interest than 5 per cent, per annum on any 
sura borrowed (exclusive of deposite, on which the 
amount paid shall not exceed 8l per cent. : see Rule 
27). 

The Committee may by i-esolution order the Secre- 
tary to affix the seal of the Society to any contract or 
security for the repayment of money borrowed, and 
such contract or security shall thereupon be binding 
on the Society and valid and sufficient for all intents 
and purposes. 

The amount up to which the Committee may pledge 
the liability of the Society shall be determined at 
each Annual Genercd Meeting, or at a Special General 
Meeting called for the purpose. 


DepoiiU. 

26. A Society may receive deposits from member! 
and non-members. Qnless by special decision of i 
General Meeting, no single deposit exceeding £50 shal 
ha received; while) the total amount deposited by am 
depositor shall not at any time exceed £100, exclusivf 
of interest. Deposits of £10 and under shall be with 
drawable on a week’s notice being givm. Deposits o 
oici £10 shell be withdrawable onlv on a month’ 
notice. 

payable on deposits shall not ex 
rate of 83 per cent, per annum, calculated a 
? ^*^1: ® annum, or gd. per £ pe 

inontlr; but the General Meeting shall have power t' 
to the amount of Ws ii 
Jiands and the requirements of borrowers. As far a 
possible total amount of deposits received shal 
to the amount needed for the making of loan 

to membera. The maximum amount of deuMits to h 

as ' 


month’s notice, a part or whole of any amount de- 
posited. Each depositor shall be made’ aware of this 
condition before his deposit is accepted. In all cases 
preference shall be given by the Committee to small 
deposits as compared witli those of larger amount 
Tlie rights of a person who shall lend or deposit 
witii the Society any funds shall not be affected bv 
the fact of the Society’s not having complied with any 
of the foregoing provisions. ^ 


Loans to Mcinhers. 

29. A loan may he made only to a member of the 
Society and only for some profitable purpose approved 
by the Committee. 

No loan shall be made to a member who has ceased 
to reside in the defined area, savo with the special 
consent in each case of the General Meeting. 

A member before obtaining a loan must funiiah two 
sureties (either members or non-membei-s) approved 
by the Committee, or provide such other security as 
the Committee may consider sufficient. No member 
who is in possession of any part of the funds of the 
Society, as borrower or otherwise, shall be accept^ as 
surety for a member requiring a loan, unless the Com- 
mittee are of opinion that it is safe to do so. All 
loans to members must be applied to sucli purposes 
as may be approved of by the Committee. No loan 
shall be made for a longer period' than one year, un- 
less it be made repayable by instalments of equal 
amount at regular intervals, in which case the maxi- 
mum penod for repayment may be three years. No 
loan shall be granted to a member which shall maio 
his total indebtedness to the Society at any time to 
exceed £50, or to amount to a sum exceeding £5 for 
each share held by him. 

80. The noi-mal rate of interest on loans to members 
shall be fixed' at per cent, per annum, calculated 
at the rate of l-^d. per £, or fraction of a fi, for 
every calendar month, or fraction of a month, during 
which the money is ou loan. The interest 011 the loan 
shall be payable on the same date as the loan itself, 
or its instalments. (See also Rule 36.) 

The Society shall not open u cuiTt'ut account witli 
any borrower. 

31. A member who wishes to obtain a loan shall 
fill up and sign a form, stating the amount desired, 
the purpose and period for which it is required, 
whether he wishes to repay by inatalmeiits, tbe names 
and addresses of the persons who liiivo consented to 
act as sureties, or particulars of any other security 
which he may propose to offei-. 

Such formal application must be received by the 
Secretary at least two days previous to a meeting 
of the Committee, and if thus received shall be con- 
sidered at that meeting. If tlie Committee are satis- 
fied with the trustworthiness of tlie applicant and his 
sureties, and as to the probability of the loan proving 
profitable to the borrower, they may sanction the loan, 

S rovided that funds are avaihible, and may fix the 
ate and instalments, if any, of repayment. The 
Committee may refuse to gi-ant a loan without stating 
any reason for their action. Early notice of their de- 
cision shall be communicated to the applicant. If 
they think it desirable to postpone the consideration 
of an application for a loan, tlio applicant shall be 
so informed by the Secretary. 

Should the loan be repayable by iustalments the 
borrower shall be given a card upon whicli shall to 
stated the amount and terms of the loan. On this 
card the instalments as repaid sliall to recorded and 
initialled by the officer of the Society to whom the 
money is paid. 

If the available funds are not sufficient to provide 
for all the loans approved of, preference shall to 
given to applicants who have uot recently received 
loans over ^cse who have, and to applicants for small 
loans over applicants for larger amounts. No loan 
shall be paid to an applicant until he and his sureties 
have signed a document embodying the terms on which 
it is granted, eo far as the Committee may require- 
Should this document not be completed and agned 
within a week from the date upon which notice of 
sanctioning the loan was sent to the borrower, the 
Committee shall not be bound to complete the loan. 
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il insure such stock, auci that he shall 
keep up the iusurance until the loan is repaid. 

18 No person save a member of the Committ«, or 
*i^^9MrefaiT. Treasurer, shall be present at tlie 
the Committee wJien an application for a 

jneeting of Corn- 

loan is under withdraw 

mittee himse pp discussed or voted on. 

to taki a vote in regard to the 
kina of a loan, such vote shall be by ballot. The 
‘ T^r^ings at Committee meetings m respect to loans 
^ated as strictly confidential and any mem- 
Committee or officer of the Society who 
shall be liable to expulsion or 

dismissal. 

84 Should any loan or instalment not repaid on 
the date ^ which it is due, a notece shall be sent by 
?he SSetaxy to the boi-rowev. If the amount is not 
SdwSin fourteen days, togethei- with a fine of 2 d. 

Lr £ of the sum owing, and no satisfactory explana- 
iSi fw non-payment Is furnished, the borrower and 
S sSeties iLy be required to pay within fomteen 
davs the whole of the nmount owing, , inclucling fine 
an? additional interest, or, if other ^rity 
«iven steps shall be taken to realise the same. If be- 
fore Inpayment of a loan is due, the borrower notifies 
the Sectary of the Society that owing to si^es^ 
or other cause, he desires an extension of the date 
fixed for repayment, the Committee may, if it con- 
siders the reason given sufficient, i^rait the fine an^ 
wfth the consent o1 the sureties extend the date W 
for repayment, on such conditions as they may 
think fit. 

The decision of tlio (.’oniinittee to extend the time 
for repayment of a loan must be unanimous. On a 
loan being repaid, no further loan shall be f^ted to 
the same borrower, until a period of 
has elapsed from the date of repayment of first loan. 

No fuiUier sum shall at any time bo advanced to a 
borrower, unless all sums due, with interest, by such 
borrower to the Society have been repaid m fuU. 

If the Committee are satisfied that a borrower has 
not within a reasonable time utilised a loan for the 
puraose for which it was granted, or has in any way 
misapplied the loan, the Committee shall have powei 
to i^all the loan forthwith (both pmicipal and in- 
terest), or otherwise to punish the offenclpr in accord- 
ance with the Rules. 

83. The Committee shall open a current accouii^t 
with a Joint Stock Bank approved by a General Meet- 
ins. All loans shall be made by means of cheques 
upon this Bank. In very exceptional cases where, 
•owing to the distance of the nearest Bank, this pro- 
vision would prove difiicult of adoption, it may 
waived with the consent of the Agncultural Credit 
Section. 

.Ml payments by cheque shall be signed by two 
members of the Committee and eouiitei'-sigiied by 
the Secretary. All cash i-eceived by the Soendy m m- 
payment of loans, or in other ways, ohall be lodged 
with the least possible delay by the Secretary or 
Treasurer in the said current account, until the metnoQ 
' of investment of all or a })art of such funds hits been 
.decided upon. 

lieserve FutuL 

86 . No portion of the funds of the Society shall be 
•divided by way of profit, bonus, dividend, or other- 
wise, amongst the members. The funds and invest- 
ments representing the Resei-ve Fund shall be kept in 
a separate account, and shall not be applied to the 
payment of management expenses, but may be lent to 
members or applied to any other approved purp^, 
with the authority of a General Meeting. If any loK 
be incurred by the Society otherwise inan in respect 
of the management expenses, the summoned (jenerw 
Meeting may vote such sum as it considers desirable 
from the Reserve Fund to meet the loss. Any sur- 
plus accruing to the Society after payment of manage- 
ment expenses shall be carried to the Reserve Fimd. 

Should the Reserve Fund reach a siim of 
one-fourth of the deposits of the Society, whichever 
.be the larger sura, a General Sleeting shall decide 


whether furtlier profits shall be added to the Itesuiwe 
Fund, or whether a diminution shall be made in the 
rata of interest charged to borrowers. 

37. In tho event of a Society being dissolved or ' 
w'ound up, tbe surplus assets, including &e Reserve 
Fund, after payment of the liabilities of the Society 
(including the payment to members of the paid-up 
portion of the share capital) and the cost of dissolution 
01 - windiug-up, shall not be divided among the members, 
hut shall be devoted to such useful pui-poses in the 
district as may be determined by the General Meeting. 


Iiifcstiiicnf of Funds. 

38. Aliy funds of the Society which are not placed on 
current account in tlie approved Joint Stock Bank may 
be deposited by tlic Goramittee iu the Post Offi^ 
Savings Bank, in any Savhigs Bank certified uuder the 
Trustee Savings Bank Act of 18(53, iu tlie Bank of 
Ireland, or may be iuvested in any security m which 
Trustees ai-c for the time being authorised by law to in- 
vest; and shall not be otherwise iuvestt-d. 

Ofticers. 

39. The Society shall have the following officers 

a Chairman, a Treasurer, a Secietary, and a Com- 
mittee. The Treasurer may also be Secretary ol the 
Society, with the sanction of the General Meeting. 

All the officers, save the (Chairman, shall be elected 
by a majority of the members of the Society present 
and voting at the Annual General Meeting, or at a 
summoned General Meeting ; and any offic^ may be 
removed by a resolution of such Meeting. Should any 
officer die, resign, be removed, or become incapable ot 
acting, the Committee shall have power to appoint a 
qualified person to fill sucli vacancy until the next 
Annual General Meeting. The Treasurer and Sem-e- 
tavy shall bold office dming the pleasure of the 
Society: all other officers shall continue m office until 
the next Annual (General Meeting. At every Annual 
Meeting such officers shall be elected for the ensuing 
year, or, in the event of failure of such electum, toose 
last appointed shall continue in office. Retiring 
officera may be re-elected. 

Method of Election of Offienm. 

40 Save where the Genei-al Meeting otherwise de- 
cides the following shall be the method of election of 
officers. 

If the nominations exceed tho number of vacancies, 
the names of all persons nominated shall be 
down on sUps of paper and cmc of these 
uiven to each member present, who shall place a cross 
tgainst the name or names of 

for whom he votes. A member must not vote for more 
persons than the number of S 

tlian one vote to any candidate. 

shall be handed to the Secretary or Chairman and &e 
votes counted, those candidates being declared 
(up to the number of vacancies) who have 
largest number of votes. At the clo^ of the Meeting 
th/ voting papers shall be destroyed by the Chaiimaii. 

Voting. 

41. Every member over the of 21 sliaU ^ 
vote and no more, irrespective of tbe number of shaies 
WdChiir,T.io'r Bl,aU .n, m.mb.v mtc by OT- 
Tlift (^airman of the Society shall have an ad- 
dational casting vote in the event of the votes bemg 
™al C raembei- who i« i» aitear with any pay- 
S due hy him to the Society shall be entitled to 
“oto arLyVeetiuI so long as such an-o.n fc.nams 
unpaid. 

Ganeml Meeting. 

AO n'lie first Meeting of tho members after registra- 

as^Sl’Se‘%3£3^ “ ^es"lS 

?i’S»U‘MeSn?? oM£ Wets dmll be held at 
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the registei'ed office of the Society, unless the Com- 
mittee decide— -eithet in general or in a particular 
case — ^tbat the Meetings should be held at some other 
place. In no case, iiowBTei'. ehall any Meeting of the 
Society or Committee be held on or in conueotiou with 
premises licensed for the sale of intoxicants. 

A summoned General Meeting sliali bo held 
whenever the Chairman and Secretary, or a majority of 
the Committee, think expedient, or whenever not less 
than one-fifth of the total number of members shall 
so request the Secretary, in writing. At a Meeting 
summoned on tire requisition of members no other 
business than that specified in the notice shall be taken 
into consideration. 

Teu members shall constitute a quorum of an 
Annual or summoned General Meeting. At all 
General Meetinp the Chairman shall, if present, pre- 
side ; if lie be not present, a member of the Committee, 
chosen by the Meeting, shall act as Chairman. 

43. The functions of th© Annual General Meeting 
shall bo : — 

(1) To receive from the Committee a report and 
full statement of accouiits of the preceding year, 
together with the audited balance sheet ; to consider 
same, and, if satisfactory, to adopt them ; 

(2) To decide any appeal from a decision of the 
Committee which may tie referred to it, provided at 
least seven days’ notice of any such matter lias been 
furnished to the Secretary ; 

(3) To elect the Committee and other officers, as 
required by the Rules ; 

(4) To transact any other general business of tlie 
Society. 

M. A special^ General Meeting of members shall be 
called at any time by' the Committee, upon receiving 
intimation from the A^icultural Credit Section that 
matters had arisen requiring the consideration of such 
Meeting. An Inspector, Organiser, or otlier officer of 
the Credit Section shall, on request being made to that 
effect by the Section, be permitted to be present at 
such General Meeting of the Society. 


45. The Committee of Management shall, subject to 
these Rules and to any instructions it may receive 
from a General Meeting, have full power to conduct 
the buBiuMS of the Society, and shall in all things 
act for and in the name of the Society. All acts and 
thfm *0 it siiall liave 

The Committee shall be elected at the Annual 
General Meeting of the Society. No person in receipt 

trsx!””' 

The Committee slmU cMisiei rf 7 pel-sons in ell 
- ““ieta •' Bi.minoned Senemi 

less thm>"s “"“tei-, n-Hoh shell not be 

less tiiou 6 or more than 9 

hoM^’x,’. "or.h “r r’ * >» 

qmre, the Chairman aurl * t«®,Society may re- 

to Bummou such meeting S 

three membere of the CmLirtS dism-etion. Any 

Secretary to call a sno^i«i ^ require the 

him seven days’ notice in writiS 

mating no business shall bo ®P®cial 

other then that specSed in it “ ““-'i*»tion 

The Chairman, or, if he ho quorum. 

"W bj the Co„„iiteae, sM tSr“*Et 


tiou shall be decided by a nmjoritv of vnfoe 
otherwise provided, and in the event of *“7® 
Cdiial, the Clmii-men sll.-ill have on ndditionari* 

A special meeting of the Committee sliail 
tune be summoned on written request to that 
being received irotu the Agricultural Credit 
uud au inspector, orgauiser, or otlier *®°hon, 
Cradit Seotion shall bo poi-mitted to bo nre^e 
special iiieetiiig. •* »k 

47. Should a manibar, ihu-ing aiiv Year andte m 
December absent from two-thirds of the^teS 
number of Committee meetings held during the 

^ shall be ceusidored ineligible for re-election to Si 
Oommilloe for the following period of twelve milt 
unless the General Meeting is satisfied as to 1”?™' 
sous for lus non-atteiidanct'. *'■ 

Should a niember resign his position as a member 
of the Committee, the Oomnnttee shall hove powot to 
co-opt to the vacancy aiiollier member of ihe Soe et. 
tor the period mtei-vei, lug between such rosigu.S 
and the next General Meeting. ® 

48. The Ceminitteo sliall draw up a cei-.dte Pico 
pectus of the Society, giving the names of tire officers 
and Committee; the i-egisteivd office; the hours sth 
office IS open for the transaction of business ; the times 
hred for Gonmuttec mootings mid Annual General 
Meetings; the terms and conditions of memberahin • 
the interest charged on loans, including the fines for 
overdue payments; and tho terms offered to de- 
positors. 

49. The Cimimifcteo .shall give special attention to 
the obtaining of local deposits from members and 
nou-mombere of the Socnoty. It shall provide the Secre- 
tary with a sufficient number of copies of the Rules and 
Prospectus. Such Rules and Prospectus shall be 
giveii or sent to any pc-rson on demand, on payment 
of 8d per copy, but tlic Committee shall have discre- 
tion to distribute gratis amongst possible members and 
depositors a limited number of copies of tlie Rules 
and Pi-oapectus. 

The Coinmiltw shall also provide the Secretary with 
a sufficient number of copies of the last Ammal Re- 
turn or Balance Sheet, duly audited, containing fall 
particulars us to the rewipts and expenditiu-e, the 
funds and effects of the Society, for gratuitous supply 
to every member and depositor in the Society, and all 
persona interested in tho Society’s funds. It shall be 
tile duty of tlic- Secretary to suppiv one copy gratis, 
on application from such jicrsons* A copy of the 
last Annual Balance Sheet of a Society, together with 
a copy of the Auditor’s Report, shall always be hung 
up in a conspicuous place at the Society’s office. 

oO. ^0 procedure at each Ordinary Meeting of the 
Committee shall be as follows: — The Secretary diall 
first read the Minutes of tho preceding Meeting. A 
statement of accounts shall be presented by the Secre- 
taiy or Treasurer, showing the loans outstanding, the 
deposits in hand, and the moneys received or paid 
since the last Meeting. 'This statement shall be 
checljed and signed by two members of the Committee. 

The Secretary shall report as to tho instaimeuts 
of loans due but remaining unpaid, and the action to 
be taken m each case shall be determined by the Com- 
^ttee. He shall then read the list of applications 
tor loans, whicli may not have been previously 
grants, owing to lack of funds. The Committee shall 
V which of these shall be granted, 

sfioind additional funds be available. Aiij' further- 
applications for loans .will next be considered, and a 
decision an-ived at in each case Other business, such 
as the admission of new members, and any roattei-s- 
submitted for the consideration of the Committee, will 
then be discussed. 

51. It shall be the duty of the Committee to see that 
arrangements are made by the Secretaiy to have all 
the founts, documents, bonds, and papers of the 
scciety and any cash temporarily in lian(&, kept con- 
fidentially under lock and key, in a press set apart for 
the purpose, and to ensure that the key of tills pi’ess 
IS reta,ined only by the Secretary oi‘ Treasurer. The 
Committee may, in tlieir discretion, empower one of 
their number in addition to be given .access to the 
Society s press. 

The Committee shall arrange that all the books and 
documents of the Society shall be readily available, and 
produced at any time to the auditor appointed for 
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. oi- to .n Inspecloi or officer ot tlw Agci- of the Society, contairiiig fte signed dwIaiatioM of 

the Society , oi ^ representing the iidhesioii by each member, and the certihed record of 

culturnl RneieUeL Eesolutious of the Society accepting each member; 

also the record of shares held by each member. 

To I’eceive proposals for election to membership of 
the Society, applications for loans, i-equeste for per- 
mission to deposit money with the Society, and 
notices of withdrawal of deposits, which should be 
submitted by him to the next Meeting of the Com- 
mittee. 

To hand over forthwith to the Treasurer at the close 


M The Ti-easuro- sliall be appointed by the Annual 
o L„i Mcetina He ehall be an ex-offiCLO member 
?[ the Ommittee, save in those oases where lie also 
holds the position of S«retary. Ho shall take charge 
of the funds of the pciety V 


shall^with the least possible delay, place such moneys ^ every Meeting, or in case of receipts at other times, 
£ the Jomt Stock Bank or invest ttiem as f s^ueted 

to d“£>^y th^^Committee General To conduct ^rresponden^ on belialf of tlie Society, 

oi SSc Society. He shall be present at each and prepare aU necessary forms and returns, 
of the books of the Society, at which he shall To pay over all moneys temporarily in bis custody 
a full and clear account of the financial posi- and to give up all books, documents and property be- 
ttoi? of the Society, and shall also do so when i-equired longing to the Society, when ordered to do so by a 
tv resolution of the Committee or General Meeting. resolution of the Conimittee or General Meeting. 

He sliall give up all books, de«ds, documents, nioneys j. pi-oper order and uTider lock and key, 

andpropei-ty of the Society in his custody to such per- press set apart for the purpose, all accounts, 

•son as the Committee or General Meeting may ap- documents, bonds, and papers of the Society, so that 
point, when requh*ed to d^q so by resolution ot tiie unauthorised person may have access to them. 

” qiQ prepare receipte and other documents in the 

form arranged, for the signature of borrowers, before 


Comiuittee or General Meeting. 

Unless exempted by a _ special _ 


resolution of .a 
CeMirMeeting. be shall give security iu the amouut 
•of £50 in tbe manner pi'ovided by Section 4" of the 
\ct 'He shall receive no remuneration, but shall be 
refunded incidental expenses ineiin-ed by him for 
postage, etc., on fiirtiishing full particulars to the 
Committee. 

In the temporary absence of the Trea^rer, the 


the loans sanctioned are paid over. 

To pay to members or others the nmounts authorised 
by the Committee. 

To supply forms, books of Rules, Prospectuses, 
Balance Sheets, or other information which may be 
applied for, on the conditions set forth in the Rules. 

iu wk-j ..wet,— — j - To prepare all Returns, Balance Sheets, and other 

■Committee sliall appoint two of their number to per- documents required by _ Act ' of Parliament^ Treasury 


form his duties. In the event of Ins resignation, a 
Special General Meeting shall be called to elect an- 
•otner member to fill the position. 

The Secretaiy of the Society may, if the General 
Meeting so decide, also hold the position of Treasurer. 

Sarefary. 

S3. The Secretory shall be appointed by the Com- 
mittee, subject to the approval of the next ensuing 
■General Meeting. Should his appointment be then 
aoproved, he shall hold his post subject to one month s 
notice, either given by himself or by the Committee. 
He shall furnish security for the proper fulfilment of 
his duties, to an amount to be decided by the Genial 


Regulations, or the Agricultural Credit Section, and to 
duly forward same to the Registrar, or to the Credit 
Section, as tbe case may be. 

To have readily available at any time, for examina- 
tion by the auditor or by an inspector or qtoer officer 
representing the Agricultural Credit Section or the 
Registrar, all the accounts, documents, bonds and 
papers of tbe Society. The said auditor or inspeotor 
shall be furnished with every facility for obtaining the 
information asked for, and for ascertaining the amount 
of cash in the hands of the Secretary or Treasurer. 

Custody and TJse of the Seal, 
oii The Society shall have a seal wJiich sliall be 
■ I the custody of the Secretary or sucli other 


noi more than £100 in amount. affixed to any document save under special authority 


54. The Secretaiy shall not be a member of the Com- 
mittee, nor have any vote in its proceedings, but he 
•shall have a deliberative voice at all Meetings of the 
Committee and Society, and shall be a member of the 
Society. He shall not receive any fixed salary, but 
shall be given annually by the Committee, should the 
funds of the Society so permit, a small honorarium in 
recognition of bis services. Such honorarium sh^ 
in no case exceed one-fifth of the amount of the 
security furnished by him. The Committee shall te 
responsible for making proper arrangements for the 
custody of the security furnished by the Secretary 
(and by the Treasurer, where such has been required 
from this officer). 

The Committee shall have full discretion to suspend 
■or dismiss the Secretary from performing the duties of 
his office for any irregularity in the performance of 
these duties, and to provide for another person ful- 
filling same until the decision of a speciaUy suim 
mon«S General Meeting has been ascertained. Such 
special General Meeting must, at the Secretaiy s re- 
•quest, be convened at the earliest convenient date. 

55. The duties of the Secretary shall be : — 

To summon and attend all Meetings of the Sc«iety 
and of the Committee, and to be present regularly at 
the offices of the Society at such dates and liouis as 
shall be decided by toe Committee. 

To record correctly toe names of the officers, mem- 
bers of the Committee, and other members present, to 
take a note of toe Minutes of proceedings and to 
toanscribe same into a book, such record being autlien- 
ticated by the signature of the Chairman as the pro- 
•ceedings of the Meeting. 

To keep correctly written up to data the Roll Book 


of a resolution of the Committee, and shall be att^ted 
by the signature of two members of the Comnnttae, 
and countersigned by the Secretary. 

A reproduction of the seal null be found on p. 
of these Rules. 

.IccoiMifs and Book-keeping. 

57. Provision shall be made in the books of a 
Society : — 

(o) For keeping the Minutes of all proceedings of 
the Committee and General Meeting; 

(6) Bor logistei-mg in a speotol EoB Book fta 
names and aldresses of all members, with the date 
of admission of each member and his 
dicatang Me deSnite acceptance of membership, t^ 
aether iith an authenticated copy of r(^)ntion of 
General Meeting agreeing to his being inclnded in 
the membership^f the Booioty; also fie amount of 
sbires held by him, with the Hides number of each 
such share; 

(c) For recording particulars as to application 
for loans, with dates on which repayments were 

fdi For keeping a cash account in which shall bo 
entered aU toe cash received or paid for any piu- 

For keeping accounts as required by thn 
fmSiors in wliito shall be posted, fpm toe cash 
ancUtors, m wn entered therein, showing 

seoaratelv the balance of each member or depositor 
separate y e o ^ expenditure or receipts 

management, mtercst, 

or discount, etc. 
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ALL the books of the Society sliall be kept in tlie 
fonn. prescribed by the Agricultural Credit Section, 
and supplied by such Section, at such charges as may 
seem desirable. 


Inspection of Books. 

58. Any member or pei'son having an interest in 
the funds of the Society shall be allowed,, as provided 
in Section 17 of the Act, to inspect his own account 
.and the books containing the names of the members, 
at all reasoirable hours, at the registered office of the 
Socie^, or at any place where the same are kept, and 
it shall be tho duty of the Secretary to produce such 
books and accounts for inspection if called upon. 

Any person, Society, or institution (sucli as a 
Government Department, a Joint Stock Bank, etc.), 
which shall have advanced money to tho Society, shall 
be deemed a person having an interest in its funds, 
and shall accordingly have tire aforementioned right of 
inspection. 

No person, unless he be an officer of the Society, or be 
specially authorised by a resolution thereof, shall have 
the right to inspect the loan or deposit account of any 
oUier member, without the written consent of such 
member. 

Any inspector, organiser, or other officer authorised 
by the Agraoultural Credit Section (whether the Society 
liolds funds from the Department of Agriculture or not) 
or an officer representing the Registrar shall have the 
right, at any reasonable hour, to inspect 'the books, 
accounts, bonds, etc., of the Society; and to ascertain 
the cash in hands at the time of such visit. 


audited and laid before <i General Heetinc Wth 
with a copy of tiny report or reports of the audibr 
a copy of each balance shoot made duriuc the j 
included in the. return. Duplicate copies shall u 
furnished at tho same time to tho Agricultural Cn>.n 
Section. 


Such Retiiru shall state that the audit has been con 
ducted by a public auditor or auditors appointed uude' 
tho Act of 189B. and tho manner in which and the 
authority under which such appointment was- made 

Tho Committoo shall provide the Seci'etar-v with a. 
sufficient number of copies of the hast Annual Retura 
to enable him to supply gratuitously to evei-v member 
or person interested in the funds of tlie Society oa 
his application, a copy of snob last Annual Retinn 
and the Secretary shall supply such copies on apnii! 
cation accordingly. 

02. A copy of the list of the names and addresses 
of members with the share capital held by earii, sUsll 
at least once in every three years be sent wi4 the 
Annual Return to the Registrar, a duplicate copy of 
tho Rctvirn and the list of members lieing at the ssme 
time foi-warded to the Agricultural Credit Section. 

Tlie Society shall keep a copy of the last Balance 
Sheet for the time lieing, together' with a copy o{ 
report of the auditor, idways luing up in a oou. 
spicuous place at the i-egisteved office of the Society. 

The Society shall, on the fii-st liloudays in Feb- 
ruary and August in each year make out and keep 
conspicuously hung uji in its registered office, a state- 
ment in the form required' by Section 19 of the Act. 


.luWif. 

59. The Committee sliali once in every year, at the 
Society’s office, submit tlie accounts of the Society, to- 
gether with a general statement of the same and all 
necessary vouchers, up to the date of tho Society’s last 
published Balance Sheet (provided tliat date be not 
more than four months before or one month after tho 
31st December- then la.st, or otherwise to the 31st day 
of December, inclusive), for audit to a public auditor 
selected by the Society from a list furnished by the 
Agricultural Credit Section, and sliall lay before the 
Annual Goueral Meotiug a Balauee Sheet for the pre- 
ceding year, showing the raceipts and expenditure, funds 
and effects of the Society, together with a statement of 
its affairs, including the amount of the Reserve Fund, 
the arrears due on loans, and all profits and losses. 

Tho auditor shall have access to all the books, 
accounts, and documents of the Society, and shall 
examine the Balance Sheet, showing the receipts and 
expenditure of the funds and effects of the Society, 
and shall verify the same with the accounts and 
vouchers relating thereto, and sliall either sign the 
same as found by him to bo correct, duly vouched 
and in accordance -with the law, or shall report to the 
Society in what r^peots he found them incorrect, 
unvouched, or not in accordance with the law. 

60. Tho annual audit shall talcs place duly at the 
Office of the Society, and shall in no case be con- 
ducted by the transmission of books .and accounts 
through the post. The Secretary, Treasurer, and as 
many as possible of the Committee of Management 
shall be present at the audit, and shall furnish every 
possible facility to the auditor, who shall he enabled 
to ascertain for himself ilu> amount of cash in the 
hands of the Secretai-y or Treasurer. 

The auihtor shall not hold any other office in con- 
uection with the Society'. Ho siiall receive remunera- 
tion in accordance with the arrangement made upon 
his appointment by the Society. The cost of such re- 
muneration shall, whenever posidble, be defrayed wholly 
or in part by the Society. 


Annual lietnms. 

61. Every year, not later than the 81st March, i 
^cretary of the Society shall send to the Registrar i 
J^ual Return, in the form and manner prescribed 1 
mm the receipts and expenditure, funds and effec 
of the Society, and of the number of members of t' 
same, up to the date provided in Buie 59 


Settlement of Disputes 

63. If any (lispiito slmll arise lii'twci'n a member of 
the Society or any person aggrievofl who lias for not 
more than six months coaswl to be- a member of the 
Society, or any person daiming through sucli member 
or jwrscai aggi-ievcd, or •claiming under the Rules, and 
the Society or an officer tlicvi-of, it sliall be decided by 
a majority of votes at a General Meeting, unless tbe 
Meeting agrees to refer the matter to arbitration by 
an arbitrator agreed to by the Society and the 
aggrievdi person, or, in default of agreement, ap- 
l>ointed by the Registmi.- or by the Agricultural Credit 
Section. 


Applications to the. I’ee/i.'iti'ar. 

64. It shall bo the right' of onc-tcntli o! the total 
number of ineinbci-s, by an application in writing to 
the Registrar : — 

(o) To apply fur the* apiiointment of one or 
more inspectoi-s to examine into the affairs of 
the Society, and to report tlu-roon; 

(b) To apply for the calling of a special meeti 
ing of the Society. .Any sudi application shall be 
made in the prescrilied form and shall bo sup- 
ported by .such I'vidence as the Registrar may 
require. 


Amendment of Ihiles. 

65. No new Rule shiill bo uuide, nor shall any 
herein contained or hereafter to bo made be aniended 
or rescinded, save with tho consent of two-thirds ot 
the members present and voting at a General Meeting 
specially summoned for the purpose with at leM- 
fourteen days’ notice. A statein -iit of the suggestea 
amendments must be given in the notice convening 
such meeting; but a mooting so summoned may alter 
tho proiioaed amendments without further notice. 

Every new Rule and amendment of any Rule shau 
bind the Society, and all members of the Society ai 
all persons claiming through tlrem resperfively- 

No new Rule or amendment of any Rulo is va 
until registei-ed. 


Dissolution of Sneiety. 

66. Tho Society may at auy time be 
consent of three-fourths of the members, testine js 
their signatures to a statement of dissolution m 
form provided by the Treasury Regulations; o 3 
winding up as provided by tho Act. 


I 
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INDEX TO RULES 

FOB. 

UIMLUVMTED LIABILITY 

THRTI’T AND CREDIT SOCIETIES. 


1 Interpretation. 

2* Name, OonstitutioEj and place of Registered Office, 
s'. Objects of the Society. 

Acquisition of Membership. 

4. Qualiiieatious for membership. 

3. Entrance fee. 
fi. Who are members. 

7. Date of acquisition of membei-ship. 

B. Election of members. 

'J. Members under 21 years of age. 

Rights and Liabilities of Members. 

10. Members as borrowers and depositors. 

11. Eights of deliberation, eloction of officers, etc. 

12. Eceovery of debts due by members. 

13. Unlimited liability of members. 

14. Effect of Rules. 

Cessation of Membership. 

15. Wiliidrawal of members. Nature of liability of 

past members. 

Ifl. Removal of member fiom defined area. 

17. Expulsion from membership. 

18. Liability of representatives of deceased member. 
Ifl. Nominaition by Members. 

20. Borrowing by the Society. 

Dep(»its. 

21. Limit to individual deposits. Notice of 

Withdrawal. 

22. Bate of interest payable on deposits. 

23. Society not bound to receive deposits. i re- 

ference given to small deposits. 


Loans to Members. 

24. Made to members only and 'for approved pur- 

poses. Maximum period, and amount. 

25. Rate of interest. x i. • t i 

2G. Applications for loans. Repayment by instal- 

ments. 

27. Insurance of bonower’s live-stock. 

28. Privacy of proceedings at Committ-ce meetings 

in regard to loans. 

20. Delay in repayment. 

80. Payment by cheque- T-oclgment of easli to 
current account in Bank. 


Reserve Puad. 

31. Procedure in regard to Reserve Fund. 

32. Indivisibility of Reserve Fund. 


33. Special Levy on Members. 

34. Investment of Tunds. 

So. Trustees. 

36 Officers of Society. 

37. Method of Election of Officers, 
ss! Voting by Members. 


G-eneial Meeting. 

39. Regulations regarding holding ol 

40. Special General Meeting. 

41. Functions of General Meeting. 

42. Calling of Special General Meeting. 


Committee. 

43. Constitution and powers. 

44. Number of members. 

45. Meetings. „ . 

46. Non-attendance of members. Resignation of 

members. 

47. Issue of Prospectus. 

48. Duties in regard to local deposits, and supply r>t 

49. Supply of Annual Returns, Bnlauee Sheet, etc. 

50. Proe^ui-e at Meeting. 

51. Responsibility lor safe custody of accounts, 

bonds, etc. 

52. Tresaurer. 


Secretary, 

53. Furnishing of security obligatory. 
64. Status. Payment of honorarium. 

55. Suspension and dismissal. 

56. Duties. 

57. Accounts and Book-keeping. 

58. Inspection of Society’s Books. 


Audit. 


59. Regulations. „ . . ns 

60 Must take place at Society s office, 
tion of auditor. 


Eeinmiera- 


Annual Returns. 

61 Furnishing of Return to Registrar. 

62. Furnishing of triennial list of members. 
63i Settlement ol Disputes. 

64. Applications to Registrar. 

65. Amendment ol Rules. 

66'. Dissolution of Society. 


NOTS.— Tl« /oBoimiB Biiles Imm been dmm up " f" 

the Friendly Societies Acts. ® ...^^amdaftons of flie Oomniiftec in regard to th 

as existing legislation pewufs, the wotn_ 

coiistitatimi aid methods of Vnlimited Luthihty Credit Societies. _ 
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) DEPAUTMENTAL COMMITTEE OX AGRICULTCBAL CREDIT IN IRELAND. 

SUGGESTED RULES 

POU 

UNLIMITED LIABILITY THRIFT AND CREDIT SOCIETIES. 


ORGANISED UND35R THE A<}EICGLXUKAL CREDIT SECTION OF Till-: I>ErAItTMENT OP AGRI- 
CULTl'RE AND TECHNICAL INSTRUCTION FOR IRELAND. 

Ri-j.Ea OF THE Ci!i':Dir SoaicTY. 

Registered tinder the Friendly Societies -iet, 1806 (59 anil 60 l ie., Vli. 'ISl 
[Sec Note on p. 009.) 


RULES. 


iNTERPaETiTION. 

1. lu these rules, wharever the context so admits : — 

(1) All woi-ds denoting the masculiae gender shall 
'be deemed to include the feminine, and all words 
•denoting the singuloi’ number to include the plui'al, 
and nice versa. 

(2) “Summoned general meeting” means a general 
meeting of the Society of which special notice has 
been given at least a fortnight beforehand to the 
members, stating the nature of the business to be 
transacted. An ordinary general meeting may he a 
“summoned meeting” if such special notice Las 
been given. 

(3) “ The CoinmittcQ ” means the Committee of 
Manageincut of the Society. 

(4) Tim “ defuied area ” is the (parish or townland 

of-- ). 

(5) “ The Act ” means the Friendly Societies Act, 
1.806, and any Acts amending or in substitution for 
the same and for the time being in force. 

(6) The term “Registrar” moans the Assistant 
Registrar of Friendly Societies for Ireland. 

(7) “ Agricultural Ci-edit Section ” means the Agri. 
cultural Credit Section of the Department of Agri- 
culture and Teclmieal Instruction for Irelarid. 


Name, Conaiitution, and Place of. Regiatcred Office. 

2. The Society shall bo called “ The 

Thrift and Credit Society.” Its registered office is 

in the County 

f The Committee 

of the Society may change the situation of the 
registered office. Notice of such change shall be sent 
■within fourteen days thereafter to the Registrar, in the 
form prescribed by the Treasury Regulations. 

Objecia of the Society. 

3. The objects of the Society shall be 

(a) To carry on the business of granting loans and 
credit to Its membei-s for profitable pui-poses by 

combined credit of the members 

(b) To borrow money in order to make loans, and 
for other approved purposes of the Society. 

(c) To encourage thrift by the reception ofde 
posits. 

(d) to carry on the business of banking suhiect to 

these Rules. “ ; u 


The Society shall confine its functions solely to tin 
objects set forth fn this Rule, and shaU not enlace ir 
any transaction of purchase or sale, whether Si aaii 
cultural requirements or otlieni’ise. " 

Acquiaition of Memherahip. 

i. Ally person, male or female, over 18 years of aat 
Md of good oharaoter who is approved by the Coin 

eligible foL admission to membership, provided thai 
anotW?*^' ? pledged by membership it 

No Aasooiafion with unlimited liability 

NoJ^ety or Company may become a member of t£ 


u. Au cutrauee Ice. to Ik: fixed by the Committee 
may bo required from each luembor. Such entrance 
fee shall not exceed 5s., and, if fixed ut auy larger surd 
than Is., shall be paid, halt ou notification of approval 
of application for membership by the Committee and 
half w’ithiii the following six months. Entrance fees 
shall not in any dtcumstanccs be repaid to members. 

A copy of the rules with explauatory memorandum 
shall bt* presented to each person on his becoming a 
member. “ 

6. Thc_ Sodety shall consist of the jicrsojis by whom 
the application for rcgisti-alum is signed (hereafter 
termed the “original mcinhurs togdhov -wilih such 
persons as shall subsequently sign tiro form of applica- 
tion for membership, and ;m- dec-ted by the Committee. 
Until the first ordinary general meeting Ibo Committee 
shall consist of the original incnilici'S 

7. After tlie registration of the Sodoty there is re- 
quired for the acquisition of iiicnibcrship (1) an mi- 
conditional statement signed by the iiitcmliug member, 
intimating his consent to become a nunuber; and (2) 
a resolution of the Cnmmittoc accepting such person 
as member. The statement at (1) shall be signed by 
each member in a book kept ior the purpose at the 
office of the Society, in which also a record shall be 
kept of each resolution ol the Committee (with date) 
accepting a member. The memberahip of a candidate 
takes effect only from tire date niicu those two con- 
ditions have been complied with. 

All applications for' meuihership sJiull be laid before 
the next ensuing meotiug of the Committee, and one 
adverse vote in three shrUl exclude the applicant Any 
candidate who has been refused ndniission shall have 
the right of appeal to the next General Meeting of 
members, and shall have the opportunity of stating 
his case. At this meeting the voting shall be by 
ballot. If_ thi-ee-fourths of the votes cast are in favour 
of the admission of the applicant, lie shall thereupon bo 
admitted to membership. 

0. A person under the age of 21 may. subject to these 
Rules, enjoy all the rights of a ini-miHjr (save us pro- 
vided by the Act), but he shall not he a member of 
the Committee or Trensin-er of (lie Society. 

Rights and Licibiliiica of Mcmbera. 

10. Every member shall be eligible iv obtain a loan 
from the Society for specified and approved purposes, 
in accordance with Rules 24-30 ; and to deposit money 
at interest with the Society u’ithiu the limits set forth 
m Rules 21-23. 

11. Every member shall be entitled to be present at 
the General Meetings of the Society, to take part in the 
deliberations, to vote for the election of the Committee 
and officers, and to obtain all information i-cquired con- 
oei’mng the _ solvency and good management of the 
Society, subject to proviso mentioned in Rule 58. 

12. AR moneys payable by a member to the Society 
shall be a debt due from such member to the Society, 
and shall be recoverable as such in the County Court* 
of the district in ■which tlie member resides. 


If legislation b'e obtained enabling all debts to be 
I'ecovered by the Society in the Petty Sessions Court, 
insert Petty Sessions Court instead oi County Court. 
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« Even member ol tlio Society ehaU be equally 
,1«V every otliei- member, jomtly «u<l Beverallj liable 
r. ell deMe ineiirred by tlie Soeietj, and lor any loan 
* i- b , member or his auretios fail to pay, bat each 
iSei of tho SooLety sliall be liable only for tlie debt, 
mombei o ajvaiiood before and during bis 

Siwa “loh liability R »a“‘od by the 

wtbdraival, reu„4l, erpul.io.i etc. 

U Tbe.0 Kole. bind the Society and the member. 
ai_^ r nr.fl all oersons claiming tlircvugh tliem respec- 
.».b‘^Semb.r had sSb.eribld hi. name and 
his seal thereto, and as it there were contained 
f si Rifles a coYsnant on the part of encli membci^ 

Ws heirs execut-ors, administi-ators, and f sig^s- to 
inform thei-eto, subject to tlio provisions of the Act. 

Oessatj'on of Memhership. 

15 A member shaU have tho right to withdraw from 
+Hp Society by giving written notice to the Secretap. 

Such notice must bo presented at leost one m^th be- 
fore the date of the proposed withdrawal. The ter- 
™;vanHr.Ti nf membership, whether by withdrawal, rc- 
mUal, expulsion, or othorwiso, shall not affect the 
Utility of the member in rospoot of any loan made to 
him or on his guarantee, nor in respect of miy obliga- 
tions incurred by the Society before or during the 
neriod of his membership. , 

^ 10 \ member shall also ccaao to bo a member if he 
ceases to reside within tho defined area, provided that 
ho has satisfied all claims in respect of money oi 
sureties which the Society may have against him, 
but, on his written application, the Committee may de- 
cide to permit him to retain bis membership. 

17 \ member may be expelled from membership by 

ft vote of two-thirds of tho Committee upon a_ charge, 
m^de in writing, of conduct detrimental to the interests 
of the Society. Tha grounds of such exolusiou shall 
SUroS?co'inmuuicared to the 
data the excluded member may take no pait 
work of the Society. He may, however, appeal within 
four weeks, to' a special (Icneral Meeting, against the 
Committee’s decision. Tf the Co^ittee s decision is 
not confirmed bv tliveo-fourblis of the members present 
Scl voting at tlie General Meeting, tho members ex- 
pulsion shill be cancelled. H the Committee’s decision 
L confirmed, however, such expulsion shall n^ eSe^t 
his liabOitv in respect of any loan made to bun or on 
his guarantee, nor his liability under Rule 10 fo ' obliga- 
tion! incurred by tho Society before and during his 

uvuu. ul .lu.II. ul u 

liability of his heirs, executors, and admmistaatois 
shall extend only to contracted by 

his guarantee, and remaining unpaid to the Society at 
his death, togetliov with the interest thereon. 

h'oininafiicni by Members. 

19. A member may, by writing under 
livered at or sent to the registered office of the 80016^ 
during his lifetime, or mode in a b^k ^ept thereat, 
nomihate any person other than an 
+Ti.^ Snrietv Ciuiless such officer or servant is the ni 

or iiieoe of the nominator) to 

parable b, the Societv oi, the ie.tb of ‘““'’S,; 
io't enoeeding one bundled pound., .ball be “ ™, 
deuease. A nomination .0 made 

varied bv any similar doenmenl under the band ot tne 

nominate, deUvered, ..nt, or made «, ™ 

marriage of a member of tho Sfomy 

revoeatton ot any nomination theretofoio made by that 

member. 

Borrorving by the Society. 

20. The Committee of a Society may, 
ol the Soeicty. obtain ,neh loans m •^''“Sv “t 
any per.on oi person., E^, ” 

Pnrndanv fls mav bo required from time to ame mr 
the |nrpo,e of mLing loans *» te”''™ "1°* "“S 
the liabilitios of the Soe ety, subjeet s“*S?'St 
for repayment as may be a^eed upo , p 
the Committee shall not, unless with 
a summoned General Meeting, agree 
rate, of interest than 6 per cent, per 
sum borrowed (exclusive Rffie 

amount paid shaU not exceed 8j per cent., see rvim. 


The amount up to which the Coniinittee may pledge 
the liability of the Society shall be determined at 
each Annual General Meeting, or at a Special General 
Meeting called for tha purpose. 

Deposits. 

21, A Society may receive deposits froin members 
and nou-members. Unless by special decision of a 
General Meeting, no single deposit exceeding £50 shall 
be received; while the total amount deposited by any 
depositor shall not at any time exceed £100, exclusive 
of interest. Deposits of £10 and under shall be with- 
drawable ou a -vi’eek's notice being given. Deposits 
of over £10 shall be withdrawable only on a month's 
notice 


22. The interest payable ou deposits shall not ex- 
ceed the rate of 3]^ per cent, per annum, calculated at 
the rate of 8d. in'the £ per annum, or |d. per £ per 
month; but the General Meeting shall have power to 
fix any lower rate according to the amount of funds lu 
hands, and the requirements of borrowers. As far as 
possible the total amount of deposits received shah 
not exceed two-thirds of the amount out on loan to 
members. The maximum amount of deposits to be 
accepted by the Society shall be decided annually at 
tho General Mooting. 

No interest shall be paid on fractions of a £ or for 
fractions of a month. Tho interest payable on de- 
posits shall be calculated to 80th June and 31st De- 
cember of each year, and, in tho ease of withdrawal of 
deposits, to the last day of the month preceding such 
withdrawal. 

23. The Society shall not be bound to receive de- 
posits, and may return to a depositor, on giving one 
month's notice, a part or whole of any amount de- 
posited. Each depositor shall be mad© aware of this 
condition before his deposit is accepted. ^ In all cases 
preference shall be given by the Committee to small 
deposite as compared with those of larger amount. 

The rights of a person who shall lend or deposit 
witii the Society any funds shall not be afiected by 
the fact of the Society’s not having complied with any 
of the foregoing provisions. 

Loans to J/embers. 

24 K loan may be made only to a member of the 
Society and only for some profitable purpose approved 
by the Committee. 

No loan shall be made to a member who has ceased 
to reside in the defined area, save with_ the special 
consent in each case of the General Meeting. 

A member beforo obtaiuing a loan must furnish two 
.m-Bte (eitlie. member, ot ‘K at 

bv the Committee, or provide such other security a 
ulo Committee may oonsidet aofflcieat. “““S' 

who ie in possaasion of any part of tbe funds “ ' 

Society, a. boivovci or olherwiac .hall be accyled as 
eurety for a member requiring a Joan, unloa. the Com- 
tetteo ate of opinion that it i. eafe to do ao. Alt 
ten. to membi. mn>* be applte to snob pnrpo.e. 
as may be approved oi by the Committee No loan 
i,q1i ibo marlp for 0 lon"ur period than one year, un- 

exceed .£50. , 

every calendar monk “ “ttetetn k ton 

Stli be "pStwe in lie 3“,“*“ 

le” or ivlm .0 5,-“ “Jrte.S 

fill up and sign a fo>:,™> , S.l,ich it is required, 

the purpose and and 'the 

whether he wishes ,,P ^ _^_a .^liQ-liavc 

te “t “r1& of any other security 
^•hich he may propose to ortei. 
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DEPAETJIENTAL COMMITTEE ON AGEICULTUKAL CREDIT IN IRELAND. 


Such formal applicatiou must be received _bj- 
the Secretary at least two days previous to a meeting 
of the Committee, and if thus received shall be con- 
sidei'cd at that meeting. If the Committee are satis- 
hed with the trustworthmeas of the applicant and 
sureties, and as to the probability of the loan proving 
profitable to the borrower, they may sanction the loan, 
provided that funds are available, and may fix the 
date and instalments, if any, of repayment. Tho 
Committee may refuse to grant a loan without stating 
any reason for their action. Early notice of their de- 
cision shall be communicated to the applicant. If 
they think it desirable to postpone tho consideration 
of an application for a loan, tho applicant shall bo 
so informed by the Secretary. 

Should the loan be repayable by instalments the 
borrower shall be given a card on which shall be 
stated the amount and terms of the loan. On this 
card the instalments as repaid shall be recorded and 
initialled by the officer of the Society to whom the 
money is paid. 

If the available funds are not sufficient to provide 
for all the loans approved of, preference shaD be 
given to applicants who have not recently received 
loans over those who have, and to applicants for small 
loans over applicants for larger amounts. No loan 
shall be paid to an applicant until he and his sureties 
have signed a document embodying the terms on which 
it is granted, so far as the Committee may require. 
Should this document not be completed and signed 
within a week from the date upon which notice of 
sanctioning the loan w’as sent to the borrower, the 
Committee shall not be bound to complete the loan. 

27. The Committee may require, as a condition of 
granting a loan for the purchase of live stock, that the 
applicant shall insure such stock, and that he shall 
keep up tire insurance until the loan is repaid. 

28. No person save a member of the Committee, or 
the Secretary, or Treasurer, shall be present at the 
meeting of the Committee when an applicaticai for a 
loan is under consideration. If a member of the Com- 
mittee himself applies for a loan, he ^all wilidrarv 
while his application is being discussed or voted on. 
If it is found necessaiy to take a vote in regard to tho 
making of a loan, suen vote shall be by ballot. The 
proceedings at Committee meetings in respect to loans 
shall be treated as strictly confidential, and any mem- 
ber of the Committee or officer of the Society who 
infringes this Rule shall be liable to expulsion or 
dismissal. 


29. Should any loan or instalment not be repaid on 
the date on which it is due, a notice shall be seat by 
the Secretary to the borrower. If the amoimt is not 
■ paid within fourteen days, together witdi a fine of 2d. 
per £ of the sum owing, and no satisfactory explana- 
tion for non-payment is luinished, the borrower and his 
sureties may be required to pay within fourteen days 
the whole of the amormt owing, including fine and ad- 
ditional interest, or, if other eecmdty has been given 
steps shall be taken to realise the samdl If before 
ropaymeut of a loan is due, the borrower notifies the 
Secretary of the Society that, owing to sickness or 
other cause, he desires an extension of the date fixed for 
repayment, the Committee may, if it considers the 
reason given sufficient, remit the fine and, with the 
consent of the sureties, extend the date fixed for re- 
payment, on such conditions as they may think fit. 

The decision of the Committee to extend the time for 
repayment of a loan must be unanimous. On a loan 
being repaid, no further loan shall be granted to the 
same borrower, until a period of at least a month has 
elapsed from the date of repayment of first loan. No 
furttter sum shall at any time be advanced to a bor- 
rower, unless all sums due, with interest, bv such 
borrower to the Society have been repaid in full, 


If the Committee are satisfied tnat a borrower ha 
not within a reasonable time utilised a loan for thi 
purpose for which it was granted, or has in any wu' 
mis-applied the loan, the Committee shall have pbwe 
to recall the loan forthwith {both piincipal and in 
tevest), or otherwise to punish the offender in. aecor 
dance with the Rules. 

30, The Committee shall open a, current acoounl 
with a Joint Stock Bank approved by a General Meet- 
bo made by means of ohequea 
upon this Joint Stock Bank. In. very exceptional 
cases where, owing to the distance of the nearest Bank, 


this piovision would pi-ovo difficult of adoption it m 
be waived with tlie cousout of liio Agncultui'al 
Section. 


All payments by cheque shall bo signed by two mem 
bars of the Committee and countersigned by tho Seo^' 
taiy. All cash received by the Society iu repavn^^ 
of loans or in other ways, shall be lodged with the W 
possible delay by the Secretary or Treasurer in 
said current account until the method of investment of 
all or a part of such funds has been decided upon 


licscn-c FiokI. 

31. No portion of the fluids of the Society shall be 
divided by way of profit, bonus, dividend, or otherwise 
amongst the membei-s'. Tho funds and investments 
representing the Reserve Fund sh.aU be kept in a 
separate account, and shall nob bo applied to the pav- 
meub of maimgemoiit expenses, but may be lent to 
mombers or applied to iiuy otiier approved pui-pose, with 
the authority of a Ucncral Meeting. If any loss be 
iuourred by the Hocictj^ otherwise than in i-espcctofthe 
luanageuicnt expenses, tho suuunouod Genoinl Meet- 
ing may vote such sum as it considoi-s desirable from 
tho Reserve Fund to moot the loss. Any sui-piue ac- 
cruing to the Society after puymont of mauageinent ex- 
penses shall be carried to tho llosorvc Fund. 

Should the Reserve Fund rciudi a sum of £300, or 
oue-foui-th of the deposits of the Society, whichever 
be tho larger sum, a General Meeting shall decide 
whether furtlicr profits shnll bo added to the Reserve 
Fund, or whether a diminution sluill be made in the 
rate of intcrebt ehnrgcd to borrowers. 

32. Iu the event of a Society l)i-ing dissolved or 
wound up, tho surplus assets, including the Reserve 
Fund, after payment of the. liabilities of tho Society 
and tlie cost of dissolution or winding up, shall not be 
divided among th© members, ljut shall be devoted to 
such useful purposes iu tho distrkt :is may be deter- 
mined by the General Meeting. 

Special (III Mniilirru. 

33. If the audited aceouuls of any joar show a 
balance of loss on the Society’s working, due to the 
expenses of miinagcmoiit, unci not to the losses upon 
loans, etc., a special levy shall be mudo on tho mem- 
bers, to an extent to bo decided upou by the General 
Sleeting, towards meeting tho said loss. Each mem- 
ber shall contribute an rqiml amount towards this levy. 


Invcstiimit of Siirphu Fitmls. 

34. Any funds of the Society which arc not placed ou 
current accouut iu the approved Joint Stock Bank, may 
be deposited by the Committee in the Post Office 
Savings Bank, in any Savings Ihuik certified under the 
Trustee Savings Bauk Act of 1BU3, in the Bank of Ire- 
land, or may be invested in any security in which 
Trastees are for the time being autliorised by law to 
invest; and shall not he otherwise invested. 


Tnmfcen. 

35. The General Meeting shall elect one or more 
Ti'ustees to hold the property of the Society. These 
Trustees shall be entitled to invest any money belong- 
ing to the Society which is not requiriM for loans in 
any of the manners specified in the preceding Rule. 

A copy of every resolutiou appointing a Trustee shall 
bo sent within fourteen days to the Registrar in the 
form proscribed by tho Trousiiry Regulation, uud also 
to the Agricultural Credit Section. 

Should a vacancy in the office of Trustee due to 
death, resignation, or other cause, not be duly filled 
lyithin fourteen days of the occurrence of such vacancy, 
an intimation of Idle vacancy shall be forwarded to 
the Registrar and to the Agricultural Credit Section. 

The same person shall not hold the office of Trustee 
and at the same time of Treasurer or Secretary. 

Officers. 

86.- The Society shall, iu addition to the Trustee or 
Trustees, have the foUow'lng officers : — a Chairman, a 
Treasurer, a Secretary, and a Committee. The 
Treasurer , may also be Secretary of the Society, with 
the'sanction of the General Meeting. All tbe_ officers, 
save the Chairman, shall be elected by a majority of 
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.1,. mcmb»s of ae Sodetj pteseot uni yoting lb tlia 
tbe Meeting, oi- at a summoned General 

Sa any officat ma? ‘a lemoTsd bj a ie«olu- 
Mectibg, Should any officer die, resign, 

f“rlovA » hSme incapable acting the Oom- 
5dl2?°hSl have power to appoint a qualiled person 
f m S vaoanSj until the next Annual General 
w Pee The Tieasurar and Secretary shall hold 
ailing the pleasure of the Society, ah other 
ffiSis Zll continue in office until the nest Annuid 
Omc-al Meeting. At every Annual Meetmg such 
^Srshall be elected for the ensuing yeaj or, m the 
mS of failuro of ouch election, those last appointed 
S eintimie in office. Retiring officers may be 

re-flleeted. 

Mci?iod of Elopfion of Officfra. 

■Tl Save where the General Meeting otherwise de- 
cides, the following shall ho the nio.thod of election of 

°®u the nominations exceed the mnnber of vacancies, 
the names of all persons nominated shall be mitten 
down on slips of paper and one of tiicse slips shall be 
f-iven to each member present, who shall place a cross 
Gainst the name or names of the person or persons for 
whom he votes. A. member must not vote for more 
Bcrsons than the mnnber of vaoanoie^ nor ^ve inore 
than one vote to any candidate. ^e voting slips 
shall be handed to the Secretary or Chmi-mau an^d toe 
votes counted, those candidates being declared elected 
(up to the number of vacauoies) who have reoei^ toe 
Iwgost number of votes. At the close of the Meetmg 
the^ voting papers shall bo destroyed by the Chairman. 

T'otiiiy. 

38 Every member over the age of 21 shall have on© 
vote and no more ; nov shall any member vote by proxy. 
The Chairman of the Society shall liava an_additional 
casting vote in the event of the votes being equal. 
No member who ia iu arrear with any payment due 
bv bim to the Society shall be entitied to vote at any 
Meeting so long as such avreai- remaius unpaid. 


Gencrol Mooting. 

39 The first Meeting of the members after registra- 
tion of tbe Society shall have toe same powei-s as 
toose given in the Rules to the Annual General Meet- 

“The Auuual General Meeting shall be anmmoncd 
during toe months of February or March m each year, 
at least a week’s notice being given. _ 

Any question submitted to the decision of the Meet- 
ing shall be decided by a majority of v^des, save us 
oLrvdse provided iu those Rules 
ings of the Society shall bo hold at toe legisteied 
office of the Society, unless Iho Committee decide 
either in general or in a particular case— that the Meet- 
ing should be held at some other place. _ ^ no ca^, 
however, shall any Meeting of toe Soeie^ cr Com- 
mittee be held on or in connection with premifies 
licensed for toe sale of intoxicants. 

40. A summoned General Meetmg shall be _ hdd 

whenever tho Chairman and Secretary, or a majority 
of the Committee, think expedient, or whenever not 
less than one-fiito of toe total number of members 
shall so request toe Secretary, in writing. a 

Meeting summoned on the requisition of 

no other business than that specified m the notice shall 
be taken into consideration. 

41. Ton members shall constitute a quomm of an 
Annual or summoned General Meeting. At a 
General Meetings the Chairman shall, if present, pre- 
side; if he be not present, a member of toe Commit- 
tee, chosen by to© Meeting, shall act as ^anman. 

The functions of the Annual General Meeting shall 
be ; — 

(1) To receive from tlie Committee a report and 
full statement of aceouirts of the preceding year, to- 
gether rvito to© audited balance sheet; to consider 
•same, and, if satisfactory, to adopt them; 

(2) To decide any appeal from a decision of toe 
•Committee which may be referred to it, pri^ided 
least seven days' notice of any such matter has be 
furnished to toe Secretary;' 

(3) To elect toe Committee and other officers, as 
required by the Rules; 


(4) To transact any other general business of the 
Society ; 

42. A special General Meeting of members shall bo 
called at any time by the Committee, upon receiving 
intimation from the Agricultural Credit Section that 
matters bad arisen requiting toe consideration of aucU_ 
Meeting. An Inspector, Organiser, or other officer of 
toe Credit Section shall, on request being made to that 
eSect by the Section, be permitted to bo present at 
such General Meeting of the Society. 

Committee. 

43. The Committee of Management shall, subject to 
these Rules and to any instructions it may receive 
from a General Meeting, have fuU power to conduct 
the business of the Society, and shall in all things 
act for ond iu the name of the Society. All acts aud 
orders under the powers delegated to it shall have 
toe like force and effect as the acts and orders of tae 
Society at a General Meeting. 

The Committee shall bo elected at the Annual 
General Meeting of tho Society. No person iu receipt 
of any remuneration from the Society sliaU be a mem- 
ber of to© Committee. 

44. The Committee shall CMisist of 7 persons in aU, 
including toe Chairman, unless a summoned General 
Mpp t.in g fixes some other number, which shall not be 
leas than 5 or more than 1). 

No member of toe Committee shall vote on any ques- 
tion which affects his own conduct or interest (includ- 
ing any application for a loan), nor shall he be pre- 
sent when the vote on any such question is taken. 

The Committee sbaU elect its own Chairman, who 
shall, when present, preside at the General Meetmg 
of the Society. 

45. The Committee shall meet for the transaction 

of business at least once a month on regular dates, 
which shall be annually arranged. , „ , , 

Additional meetings of the Committee toall also be 
held as often as toe business of toe Society may re- 
quire, tho Chah-man aud Secrota^ being empowered 
to summon such meeting at their discretion. .^y 
three members of the Committee may also require the 
Socrctary to call a special meeting thereof, by giving 
him seven days’ notice in writing. At such special 
meeting no business shall be taken into consideration 
other than that specified in the notice. Three mem- 
bers of the Committee shaU constitute a quorum. 
Tho Chairman, or. if he be not present, _a member 


Tbe Chairman, or, if he be not present, a member 
chosen by the Committee, shall preside. Every ques- 
tion shall be decided by a majority ol votes save _ as 
otherwise provided, aud iu tlie event of votes bemg 
equal, tho riuui-mnn shall have an .additional easting 

'"°a‘ special meeting of the Conmiittco shaU at any 
time be summoned on written request to that STOct 
being received from the Agricultural Credit Swteon 
and an inspector, organiser, or other officer of the 
Credit Section, shall be permitted to be present at sucli 
special meeting. 

46. Should a member, during any year 31st 

December, be absent from two*toirds of toe total 
number of Committee meetings held during toe yew, 
he shall be considered ineligible for 

Committee for the foltawmg pcricd of twelve inonto 
unless tho General Meeting is satisfied as to the rea- 
sons for his non-attendance. _ 

Should a uiombei- resign his position as a 
d th» Conimitteo, ft. Committee sWl r°”? 
eo-ont to toe vacancy another member of too Society 
Sr the period intervening between such resignation 
and the next General Meeting. 

47 The Committee shaR draw up a concise Pros- 
pectus of toe Society, giving the names of 

remmittee; the registered office; toe Jiouis suon 
nffifp is onen for the transaction of business) the tunes 

“mXufptmtS oBm'rf to Jtpoto 

48. Tho ,co»f K‘‘‘„:Xra.s 

the obtaimng j^L it shall provide the 

non-members of niber of copies of the 

Sewetavy with Pi.ospectus 

SMloJrg .t, pomoo on Hom.nd, on payment 
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of 8d. pel- copv, but tho Committee shall have disci’c- 
tion to distribute gratis amongst possible membera and 
depositors a limited number of copies of the Butes 
and Prospectus. 

49. The Committee shall also provide the Secretary 
with a sufficient number of copies of the last ^uual 
Return or Balanco Sheet, duly audited, containing full 
particulars as to the receipts and expenditure, tho 
funds and effects of the Society, for gratuitous supply 
to every member and depositor in the Society, aud all 
persons interested in the Society's funds. It shall be 
the duty of the Secretary to supply one copy gratis, 
on application from such persons. A copy of tho 
last Annual Balance Sheet of a Society, together nitli 
a copy of the Auditor’s Report, shall always he hung 
up in a conspicuous place at the Society’s office. 

§0. The procedui'o at each Ordinary Meeting of the 
Committee shall be as follows : — The Secretary shall 
first read the Minutes of the preceding Mooting. .A 
statement of accounts shall be presented by the Secre- 
tary or Treasurer, showing the loans outstanding, tho 
deposits in hand, and the moneys received or paid 
since, the last Meeting. This statement shall be 
checked aud signed by two members of the Committee. 

The Secretary shall report as to the instalments 
of loans duo but remaining unpaid, and the action to 
be taken in each ca-se shall be determined by the Com- 
mittee. He shall then read the list of applications 
for loans, which may not have been previously 
granted, owing to lack of funds. The Committee shall 
then decide as to which of those shall be granted, 
should additional funds be available. Any further 
applications for loans will next be considered, and a 
decision arrived at in each case. Other business, such 
as the admission of new memb'ers, and any matters 
submitted for the consideration of the Committee, will 
then be discussed. 

51. It shall be the duty of the Committee to sec that 
aiTangements are made by the Secretary to have all 
the accounts, documents, bonds, and papers of tho 
Society aud auy cash temporarily in hands, kept cou- 
fidentiaUy under lock and key, in a press set apart for 
the purpose, and to ansux'e that the key of this press 
is retaiued only by the Secretary or Treasurer. The 
Committee may, in tiieir discretion, empower one of 
their number in addition to be given access to the 
Society’s press. 

The Committee shall arrange that all the books and 
documents of the Society shall be readily available, and 
produced at any time to the auditor appointed for 
the Society, or to an inspector or officer of the Agri- 
cultural Credit Section, or any officer representing the 
Registrar of Friendly Societies. 


Treasurer. 

52. The Treasui-er shall be appointed by the Annua 
Genera! Meeting. Ho shall be an ex-officio mcmbei 
of the Committee, save in those coses where he alst 
holds the position of Secretary. He shall take charge 
of the funds of the Society which are not invested, anr 
shall, wnth the least possible delay, place’ such monev 
to current account in the Joint Stock Bank, or inves' 
them as instructed by the Committee; and pay al 
demands, when directed to do so by the Committee oi 
by a Geucml Meeting of the Society. He shaU be pre 
sent at each audit of the books of the Society, at whid 
he shall render a full and clear account of the finauda 
poMtiou of the Society, and shall also do so when rc 
SeeSug^^’ Committee or Genera' 

He shall give up all books, deeds, documents, monev 
anif the Society in hiscustody to such per 

son as the Committee or General Meeting mav an 
required to do so by resolution of th« 
Committee or General Meeting. 

Unless esjmptea l.y a special resolution of . 

S™“o ill the sioniv 

Act He Section Si of tt, 

itfnwlS ® H >eceivc no remtmeiation, but sbnll b( 
lefnntletl nicnlnnlal expenses inoun-cd by bim foi 

SStef- to 

In the temporary absence of the Treasurer fh, 
Committee appoint two of tbeir number to’ pm 
form his anl.es. In tbe erent of his 


Special General Meeting shall be called to qW 
other member to fill the position. 

The Secretary of the Society may, if 
Meeting so decide, also hold the position of Treasury" 

Sr.rrcfnrii. 


i).l rile Serretary sLuill lie appoint, d by the Com 
imttoe, sidijcct to the approval of the next enBuimi 
General Mooting. Should his appointment be thei, 
appixived, ho shall hold his post subject to one month’s 
notice, either given by himself or by the Committee 
He shall furnish security for the proper fulfament of 
his dutio.s, to on amount to be decided hy the General 
Mooting. Such security siinll not ho less than £20 
nor more than £100 in ninount. 


54. The Secretary shall imt be u meiiilu-r of the Com- 
mittee, nor hnvr any vote in its proceedings but he 
shall have a deliberative voice at .all meeting of the 
(•omniittoe nml Society, and shall bn a member of ihe 
Society. He shall not roeeivo any fixed salary but 
shall be givesu annually by tbo Committee, should liie 
fiuulfi of file Soeh'ty so permit, a small honorarium in 
recognition of his services. Such liouorai'ium 
in no case oxeeod onc-fifth of tho amount o! the 
•security furnished by him. Tho Committee shall bo 
responsible for making proper arraiigoments for tbe 
custody of the security furnished by the Seaetaiy 
(and by tlie Tn-asufor, where such has been requited 
from this officer). 

fM. Tlio Committee shall have lull discrotioii to sus- 
pend or dismiss the Secretary from perfonning the duties 
of Iris office for any irregularity in the performance of 
these duties, and to provide for anotlic)- person ful- 
filling same until the dcoUioii of a specially sum- 
luoned General Meeting has been ascerluiiied. Such 
special General Meeting must, at tbe Secretary's re- 
quest, bo convened at- ilie earliest convenient date. 

5fi. The duties of the Secretary shall ha : — 

To simiimin and atieiul all Meetings of the Society 
and of the Committee, and io be pri-sent regularly at 
the offieoB of the Society at such dates and hours as 
shall bo decided l.>y the Coiuniitte,'. 

To reeord covrectly the immea i.if the officers, mem- 
bers -of the Comniittee. and other members preaeut, to 
take a note of the Mimitcs of proceedings and to 
ti'ansevibn same into a book, such record being authen- 
ticated by the signature of the Clinirnimi as the pro- 
ceedings of the Meeting. 

To keep correctly w-rittcii up to date the Roll Book 
of tho Society, eoutainiug the signed declarations of 
adhesion by each member, and Uie certified record of 
tho Resolutions of the Sociely nccvpUug each member. 

To receive proposals for election to membership of 
the Society, applications for loans, requests for per- 
mission to deposit money with the Society, and 
notices of withdrawal of ilcjiosits, which should be 
submitted by him to tho next Meeting of the Com- 
mittee. 

To hand over furtlnvilli (o tho Treasurer nt the close 
of every Meeting, or in easn of rec-eipts at other times, 
all moneys received hy him. 

To conduct eoiiespondeucc on behalf of the Society, 
and prepare all noeassury forms and returns. 

To pay over all moneys temporarily in his custody 
and to give up nil books, documents and property bc- 
longing to the. Society, when ordered to do so by » 
resolutiorr of the Committee or Ocnernl Meeting. 

To keep iu proper order and under lock and key, 
in the press get apart fur the purpose, all accounts, 
documents, bonds, and papers of the Society, so that 
no imauthoriged jierson may have access to them. 

To prepai-e receipts and other documents in the 
form ari'angcd, for the siguature of borrowers, before 
the loans sanctioned are paid over. 

To pay to members or others tho amounts authorised 
by the Committee. 

To supply forms, books of Rules, Prospectuses, 
Balance Sheets, or oUier information which may be 
applied for, on the conditions set forth in the Rules. 

To prepare all Returns, Balance Sheets, and othei- 
docuxnents roquived by Act of Parliament, Treasury 
Regulations, or the Agrieultm-al Credit SectioJi, 8°^ 
duly_ foi-warcl same to the Registrar, or to tbe Credit- 
Section, as the case may be. 
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Tn havo readily available at auy time, for oxamina- The auditor shall have access to all the books, ac-‘ 
• ^ 1 V tK,» auditor or by au iuspector or other officer counts, and documents of the bocioty, and shall t.x. 

““ ^Ju/thrU-ieultural Cmdit Section or the amine the Balance Sheet, sWug the i;eceipts and 
rcpru^^iit documents, bonds, and expenditure of the funds and cfiects rjf the Society 

and shall verify the same with the accounts and 
vouchers relating thereto, and shall either sign the 
same as found by liini to lie con'cct, duly vouched and 
in accordance with the law, or shall report to the 
Society in what respects he found them incorrect, 
uuvouehed, or not ui uceoi'duuee with the law. 

CO. The annual audit shall take place only at the 
office of the Society, and shall in no ease be conducted 
by the transmission of books and accounts through the 


Wpeistrar °all the accounts, documents, bonds, and 
mners of’ the Society. Tho said auditor or inspector 
Ihln be furnished v-ith every facility for obtannng the 
information asked for, and foi- ascortammg the amount 
of cash in the hands of the Secretary or rreasuver, 

.locoHnfs and liook-Ttecyiiiij. 

57. Provision shall bo made in the. books of a 
Society 


, r ,1 T { OY sue iransimaBivu oi uoous utiu t.,,- 

(«) For keeping the Minutes of all proceedings ol Secretary, Treasure!-, and as many as possible 

the Committee and General Meeting. Ooiumitteo of Mauagemont, shall be present at 

(bl For registering in a special Roll Book the the audit, and shall fui-uish every possible facihty to 
ii^cs mid addresses of all members, with the date the auditor, who shall he enabled to ascertain for him- 
o£ admission of each nieiuber and his signature, in- self the amount of cash in the hands of the Seci-ctary 
dicatiug his definite acceptance of membership, to* or Treasurer. 

.’ether with au authenticated copy of resolution of jjjg auditor shall not hold any other office in connec- 
Fieneral Meeting agreeing to his being included in Society. He shall reeei\-B remuneration 

the raemberslup of tho Society. jjj accordance with the arraugemeut made upon his 

.cording particulars as to applications appointment by the Society. The cost of such re- 


(c) Fo: 


wliicli repayments 


for’ loans, with dates 
mode; 

<d) For keeping a cash account in which shall be 
entered all the cash received or paid for any pur- 
pose; 

(c) For keeping accounts as required by the 
auditors, in which shall bu posted fi-qm, the cash 
book. 


inuueration iiall, whenever possible, bo defrayed 
wholly or in part by the Society. 


Annual RcturiiB. 


151. Every year, not later than the Olst May, the 
Beerotarv of the Society shall scud to the Registrar au 
which bUaiL uu posica irom, one .\nimal Uoturn, in the form and manner prescribed by- 

hook all amounts entered therein, showing him, of the receipts and expenditure, funds and offccts 
sepmatelv the balance of each member or depositor of the Society, and of the number of members of tho 
witii tbe^ Society, and the expeuditme or receipts same up to the previous dlst of Dccembei, inclusiTC, 
on account of entrance fees, expenses of manage- 
ment, interest, or discount, etc. 

\ll the books of the Society shall be kept in the 
form prescribed hv the Agricultural Credit Section, 
and supplied by such Section at such charges as may 
seem desirable. 


J»i8pcctioii of Books. 
Any member or person having a 


_ 1 interest in the 

funds of 'the. Society shall he allowed, as provid^ in 


5 previous t , 

as audited and laid before a Genei-al Meeting, together 
■with a copy of any report or repoila of the auditors, 
and a copy of each balance sheet made during the 
period included in the return. Duplicate copies shall 
be furnished at tho same time to the Agricultural 
Credit Section. 

Such Return shall state that the audit has been con- 
ducted bv a public auditor or auditors appointed under 
the Act "of 1396, and the mannoi- in which and the 
authority under which such appointanent was iiiade. 

The Committee shall provide the Secretary with a 


Section 40 of the Act, to inspect his own account and sufficient numbei- of copies o.f the last Annual Return 
the books containing the names of the members, at all enable him to supply gratuitously to every member 
reasonable hours, at the registered office of the Society, interested in the funds of the Society, on has 

or at any place 'ivhere the same are kept, and it shall applieution, a copy of such last Annual Keturu, and 

bo the duty of tho Secretary to produce such books and Seci-etary shall supply such copies on application 

accounts for inspection if called upon. accordingly. 

Anv person, Soeietv, or institution (such us a Govern- q 2. A copy of the list of the names and addresses oi 
ment Department, a Joint Stock Bank, etc.), winch uuuiihers shall, at least once in every toree years, 
shall have advanced money to a Thnlt aud Credit the Annual Return to the Itegistrar of 

Society, shall be deemed a pei-son having au mterost ui Societies, a duplicate copy ot the Return and 

its funds, and shall accordingly have tho aforemen- members being at the same timo torwarded 

■tioned right of iiiRpeetion. to the Agricultural Credit Sectiou. 

No person, unless bo be an- officer of the So*-’*!;'*-}'’ The Society shall keep a copy of tho last Balame 
or sneciallv authorised by a resolution thereof, shall tJie time being, together with a copy of the 

have the ri»ht to inspect the loan or deposit account of auditor, always hung up m a conspicuous 

any other "inember, without the written consent of registered office of the Society, 

such member. 

Any inspector, organiser, or other officer autoorised 
bv the Agricultural Credit Sectiou (whether the Socie^ 
hold funds from the Depai-tmcnfc of Agriculture or not) 

■or any officer representing the Registrar shall have the 
right, at any reasonable hour, to inspect the books, 
accounts, bonds, etc., of the Society; and to ascertain 
the cash in hands at the time of such visit. 


Settlement of Disputes. 

m. If any dispute shall arise between a niombct of 
tile Society’ or any person nggneved who has for not 
more than six months ceased to bo a member of the 
Society, or any person cloiming through such member 
01- pei^on aggneved, or claiming under the Rules, 
tbo^Society or au officer thei-eof, it,shall be 
a majority of votes at a Geii( 

Meeting agrees to refer the i 


the Society or au omcci „ 

a majority of votes at a General Meeting, unless the 

Meeting agrees to refer the matter to arlntration by 

5S. The Co„,u,i«ce »h.ll once ia e,ej _‘1>“ .n ..■bilr.tor ageced by ‘bj^Socaety J 


Sociotv’s office submit the accounts ot the Booieny, person, or, in ueiame oi ..i4 „ 

together with a’ general statement of the same and Ml Registrar or by the Agricultural Credit Sect o . 
necessary vouchera, up to the 31st December tben lnst, 
for audit to a public auditor selected by the Societies 
from a list furnished by the Agricultural Credit Section, 
aud shall lav before the Annual General Meeting a 
Balance Shoc"t for the preceding year, showing the re* 
oeipts aud expenditure, funds aud cSccts _oi tue 
Sooictv, together with a statement of its imairs, in- 
cluding -the amount of the Reserve Fund, the arrears 
due on loans, and all profits and losses. 

The choice given by Section 26 of the Act, allowing 
a Society to appoint two or move persons, other man 
public auditors, as its auditors, shall not be availed ot 
under the Rules. 


.-J2)2Jh‘cation8 to the Ec^islrar. 

04. It shall be the right of onc-tenth of the total 
noinber of members, by an applieatiou m writing to the 
Registrar : 

(a) To apply for the appointment of one or more 
inspectors to oxamine into the afiairs of the Society, 
and to report thereon; * 

Co) To apply for the caUiug of a speciM meeting of 
the Society. Any such application shah be made m 
the prescribed form and shall be supported by such 
evidence as the Registrar may require. 
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• Amendment of Rules. 

6u. No new Ilnl© shall be made, aoi- shall any B-ules 
herein eoutained or hereafter to bs made be am^cled 
or rescinded, save with the consent of two-thnd9_ of 
the members present and voting at a Genpal Meeting 
speoially summixied for the purpose with at least 
fourteen days’ notice. A statement of the suggested 
amendments must be given in the notice convemng 
such meetbig ; but a meeting so summoned rnay alter 
the proposed amendment without further notice. 

Every new Rule and'amendmeirt of any Rule shall 


bind the Society, and all members of the Society ami 
nil persona daimiug through them respectivelv. ‘ 

No new Rule or niTiemlmeiit of any Rule is yaliir 
uutil registered. ' “ 


GO. The Society mny at any time be dissolved bv tti. 
consent of three-fniuths of the iiieinbers, testifi^ h 
their signatures to a statoinenl of dissolution in ftp 
form provided by the Treasury Regulations, or bv 
winding up as provided by the Aot. 
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Dublin Castle, 

2277,d May, 1914. 


Sir, 

I have to acknowledge the receipt of your letter of the 20th inst., 
forwarding, for submission to His Excellency the Lord Lieutenant, the 
Report of the Departmental Committee on Agricultural Credit in Ireland. 

I am, 

Sir, 

Your obedient Servant, 

J. B. DOUGHERTY. 


The Secretary, 

Department of Agriculture 

and Teclmioal Iratruction for Ireland, 

Upper Merrion Street, Dublin. 


Doittm: Prinlod for His Hojoaty’s Statiooory OlSoe, 

By a™. Tho« * Co. (LimlMd), 87, 88, & 89, Abb.y-.troot. 

(34125). Wt. T.L. 421. 2,000 . 6. 1.914. 
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